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DEPARTMENT  OF  HOUSING  AND 
URBAN  DEVELOPMENT 

24  CFR  Part  882 

Section  8  Housing  Assistance 
Payments  Program— Existing  Housing; 
Special  Procedures  for  Moderate 
Rehabilitation  Program 

agency:  Department  of  Housing  and 
Urban  Development  (HUD). 
action:  Final  rule. 

summary:  The  Department  is  amending 
the  Section  8  Existing  Housing  Program 
regulations  to  add  two  new  Subparts 
which  establish  policies,  procedures  and 
operating  guidelines  for  a  new  Moderate 
Rehabilitation  Program.  This  Program 
provides  for  the  upgrading  of 
substandard  housing  units  to  comply 
with  certain.Housing  Quality  Standards 
and  provides  in  standard  housing  units, 
for  the  repair  or  replacement  of  maj.or 
building  systems  or  components  in 
danger  of  failing. 

EFFECTIVE  DATE:  May  24,  1979. 

FOR  FURTHER  INFORMATION  CONTACT: 
Cheryl  D.  Patton,  Moderate 
Rehabilitation  Division,  Department  of 
Housing  and  Urban  Development, 
Washington,  D.C.  20410.  (202)  755-5380. 
This  is  not  a  toll  free  number. 
SUPPLEMENTARY  INFORMATION:  On 
December  28, 1978,  proposed  additions 
to  the  Section  8  Existing  Housing 
Program  regulations  (24  CFR  Part  882), 
to  establish  a  Moderate  Rehabilitation 
Program  were  published  in  the  Federal 
Register,  at  43  FR  60752,  for  public 
comment.  Interested  parties  were  given 
until  january  29, 1979  to  submit 
comments.  More  than  90  individuals  and 
organizations  submitted  written 
comments.  Due  to  the  volume  of 
comments  and  numerous  requests  that 
the  comment  period  be  extended,  all 
comments  received  prior  to  March  1, 
1979  were  considered.  Numerous 
changes  are  being  made  in  the  proposed 
regulations  in  response  to  these 
comments.  A  discussion  of  the  principal 
changes  and  of  the  more  recurrent  and 
significant  comments  is  set  forth  below. 

1 — Organization 

Subpart  D  is  being  revised  to 
rearrange  several  of  the  sections  to 
place  them  in  a  more  logical  order,  to 
add  several  new  sections  in  response  to 
comments,  and  to  address  some  areas 
not  mentioned  in  the  proposed 
regulations.  Subpart  E  is  also  being 
revised  to  add  several  new  paragraphs, 
to  clarify  procedures  and  to  specify 
additional  suggested  requirements. 


2 —  Purpose  of  the  Program 

While  there  are  several  Departmental 
objectives  that  the  Moderate 
Rehabilitation  Program  could  further, 
the  proposed  regulations  did  not  specify 
a  particular  objective.  However,  the 
emphasis  was  clearly  toward 
neighborhood  revitalization  since  a 
funding  preference  was  provided  to 
PHAs  in  metropolitan  areas  which 
proposed  to  concentrate  the  Program  in 
a  specific  neighborhood.  Several 
comments  suggested  that  this  bias 
towards  targeting  was  inappropriate 
particularly  since  the  Moderate 
Rehabilitation  Program  is  a  part  of  the 
Existing  Housing  Program  and  could  be 
used  for  providing  mobility  to  lower- 
income  families  and  for  providing 
housing  opportunities  in  areas  outside  of 
low  income  and  minority  concentration. 

Based  on  these  comments,  a 
paragraph  is  being  added  to  §  882.401 
detailing  three  possible  objectives  of  the 
Moderate  Rehabilitation  Program,  i.e., 

(1)  freedom  of  housing  choice  and 
spatial  deconcentration  of  assisted 
housing  into  areas  outside  of  low 
income  and  minority  concentrations,  (2) 
prevention  of  displacement  of  lower- 
income  Families  in  areas  undergoing 
private  rehabilitation,  and  (3) 
neighborhood  preservation  and 
revitalization.  PHAs  must  indicate  in 
their  applications  which  (one  or  more)  of 
these  objectives  they  propose  to 
promote  with  the  Program.  Application 
requirements  are  also  being  expanded  to 
require  the  PHA  to  specify  which  of 
these  objectives  it  plans  to  pursue  as 
well  as  the  feasibility  of  achieving  that 
objective(s).  To  provide  each  of  the 
objectives  with  equal  weight  in  ranking 
approvable  proposals,  a  preference  is  no 
longer  being  provided  for  applications 
which  target.  The  field  office  must  still, 
however,  review  the  overall  feasibility 
of  the  proposed  program  in  meeting  the 
stated  objective. 

3 —  Administrative  Fees 

One  of  the  major  concerns  of  many 
commenters  was  the  administrative  fee 
that  the  PHA  will  receive  for 
administering  a  Moderate  Rehabilitation 
Program. 

The  Department  recognizes  that  many 
PHAs  have  recommended  that  the 
administrative  fees  for  the  Existing 
Housing  Program  be  revised.  A  research 
analysis  of  this  fee  structure  will  be 
commenced  soon:  however,  until  this 
study  is  completed  and  the  fee  structure 
is  revised  as  necessary,  it  has  been 
determined  that  the  Moderate 
Rehabilitation  Program  administrative 
fees  will  he  based  on  a  system  of 


preliminary  and  ongoing  administrative 
,  costs  as  in  the  Existing  Housing 
Program, 

The  maximum  allowable 
administrative  fee  for  preliminary 
expenses  in  the  Moderate  Rehabilitation 
Program  is  $500  per  unit  for  the  initial 
project  placed  under  an  Annual 
Contributions  Contract  and  $400  per  unit 
for  subsequent  projects.  These  amounts 
were  determined  appropriate  based  on 
the  following  functions  and  costs:  (a) 
rehabilitation  and  temporary  relocation 
responsibilities — $300  per  unit:  (b)  initial 
development  of  the  application,  plans 
for  administration  and  local  government 
coordination,  and  administrative 
capacity — $100  per  unit;  and  (c)  limited 
outreach  to  families,  receipt  and 
verification  of  family  applications,  and 
provision  of  program  information  to 
families  selected  to  participate  in  the 
program — $100. 

The  cost  of  providing  rehabilitation 
services  is  based  on  estimates  submitted 
by  PHAs  and  Community  Development 
Agencies  administering  rehabilitation 
programs  similar  to  the  Moderate 
Rehabilitation  Program.  The  cost  of  the 
remaining  two  categories  of  functions  is 
based  on  an  analysis  of  the  preliminary 
fee  in  the  Existing  Housing  Program, 
taking  into  account  the  differences 
between  the  two  programs.  The  $5(X) 
maximum  for  initial  projects  consists  of 
reimbursement  for  functions  (a)  through 
(c)  listed  above,  and  the  $400  maximum 
for  subsequent  projects  is  based  on 
functions  (a)  and  (c). 

It  is  emphasized  that  the  maximum 
amounts  are  not  automatic  and  Field 
Offices  will  review  PHAs’  justifications 
to  determine  the  type  and  amount  of 
preliminary  administrative  expenses 
which  are  necessary  for  successful 
program  implementation. 

.  The  Department  encourages  use  of  the 
Moderate  Rehabilitation  Program  to 
upgrade  units  occupied  by  lower-income 
families  in  buildings  with  20  or  fewer 
units,  and  recognizes  that  the  fee  fur 
preliminary  expenses  may  need  to  be 
increased  when  economics  of  scale 
cannot  be  achieved.  Additionally, 
studies  indicate  that  rehabilitation 
administrative  expenses  increase 
proportionate  to  the  amount  and  type  of 
rehabilitation.  Therefore,  in  limited 
cases,  PHAs  may  request 
reimbursement  for  preliminary  expenses 
in  excess  of  the  maximum  allowable 
amount  per  unit.  Any  such  request  must 
be  fully  documented  by  the  PHA  and  be 
based  on  the  actual  necessary  costs  of 
providing  rehabilitation  assistance  to 
owners  of  buildings  with  20  or  fewer 
units  or  to  owners  whose  rehabilitation 
costs  exceed  $5,000  per  unit. 
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Examples  of  justifiable  costs  of 
providing  additional  assistance  to 
owners  of  a  small  number  of  units 
include  the  increased  efforts  to  identify 
and  discuss  the  Program  with  those 
owners  who  may  be  reluctant  to  become 
involved  with  a  subsidized  housing 
program;  travel  associated  with 
inspecting  units  in  scattered  locations; 
processing  of  a  larger  number  of  owner 
proposals;  provision  of  more  intensive 
financing  counseling  and  work  write-up 
and  cost  estimating  assistance;  and 
preparation,  monitoring,  or  review  of  an 
increased  number  of  contractual 
documents  and  owner  certiHcations. 

With  respect  to  the  costs  associated 
with  selecting  owners’  proposals  which 
require  more  than  $5,000  of 
rehabilitation  per  unit,  PHAs  would 
need  to  justify  costs  based  on  the 
complexity  of  the  necessary 
rehabilitation,  e.g.,  replacement  of  major 
electrical,  plumbing  or  heating  systems. 
Additional  assistance  could  be  justified  ' 
based  on  more  complex  work  write-ups 
and  cost  estimates;  increased  time  to 
monitor  rehabilitation;  and  provision  of 
increased  temporary  relocation  services 
and  monitoring. 

The  administrative  fee  for  ongoing 
expenses  in  the  Moderate  Rehabilitation 
Program  is  the  same  fee  allowed  in  the 
Existing  Housing  Program — the  higher  of 
$15  or  8  percent  of  the  Existing 
f  lousing  Fair  Market  Rent  for  a  two- 
bedro'om,  non-elevator  unit  in  the 
market  area.  Major  PHA  responsibilities 
after  the  rehabilitation  and  initial 
leasing  of  units  are  identical  in  the  two 
programs,  for  example,  annual 
inspections  of  units.  reveriHcation  of 
family  income  and  composition, 
certification  and  briefing  of  new  families 
entering  the  program  due  to  turnover, 
and  review  of  utility  allowances.  It  is 
noted  that  the  family  turnover  rates  and 
associated  administrative  expenses 
experienced  by  many  PHAs 
administering  the  Existing  Housing 
Program  should  be  reduced  in  the 
Moderate  Rehabilitation  Program  since 
the  subsidy  is  tied  to  the  unit  and 
families  cannot  elect  to  move  to  another 
unit  and  continue  to  receive  assistance. 

4 — Housing  for  the  Handicapped 

Housing  for  the  handicapped,  removal 
of  architectural  barriers,  development  of 
Independent  Group  Residences  or  other 
activities  to  provide  access  to  the 
handicapped  are  Departmental 
priorities.  Therefore,  as  suggested  in 
several  comments,  the  removal  of 
architectural  barriers  is  an  eligible 
activity  under  the  Moderate 
Rehabilitation  Program.  Making  a  unit 
barrier-free  is  not  included  as  a  Housing 


Quality  Standard  except  in  connection 
with  Independent  Group  Residences  and 
is  thus  not  generally  required.  However, 
where  there  is  a  handicapped  person 
occupying  a  unit  or  the  owner  wishes  to 
make  the  unit  available  for  a 
handicapped  individual,  rehabilitation 
to  make  the  unit  accessible  to  these 
individuals  is  considered  an  eligible 
rehabilitation  cost,  provided  that  the 
unit  meets  the  criteria  in  the  definition 
of  Moderate  Rehabilitation  and  the  cost 
of  the  work  can  be  supported  within  the 
Fair  Market  Rent  limitations. 

PHAs  should  provide  technical 
assistance,  where  necessary,  to  owners 
wishing  to  make  units  barrier  free. 
Where  the  PHA  does  not  have  this 
expertise,  it  should,  to  the  extent 
feasible  within  administrative  cost 
constraints,  consult  or  subcontract  with 
an  experienced  entity. 

Several  changes  are  being  made  in  the 
regulations  to  facilitate  the 
Department’s  goal  of  providing  suitable 
housing  for  the  handicapped. 

a.  A  PHA  may  approve  gross  rents 
which  exceed  the  Moderate 
Rehabilitation  Fair  Market  Rent  (FMR) 
by  up  to  10  percent  where  the  higher 
rent  is  necessary  to  support  the  costs  of 
making  the  physical  modifications  to  a 
unit  and/or  structure  which  are 
necessary  to  make  the  unit(s)  accessible 
to  handicapped  or  disabled  persons 
occupying  or  expected  to  occupy  the 
unit(s). 

b.  A  PHA  may  select,  for  up  to  5 
percent  of  the  units  in  its  Program,  units 
which  could  not  meet  the  $1000 
minimum  standard  without  the 
rehabilitation  needed  to  provide  access 
to  a  handicapped  individual  occupying 
or  expected  to  occupy  the  unit. 

c.  Action  882.517(g)  is  being  amended 
to  include  the  Tact  that  discrimination 
due  to  handicap  is  not  allowed.  Section 
504  of  the  Rehabilitation  Act  of  1973 
prohibits  discrimination  based  on 
handicap  and  compliance  with  this 
Section  and  HUD  regulations  and 
requirements  issued  thereunder  is  a 
requirement  for  participation  in  the 
Program. 

5 — Eligible  Types  of  Housing 

Section  882.401  is  being  revised  to 
make  it  clear  that  all  housing  excluded 
under  the  Existing  Housing  Program, 

.such  as  nursing  homes  and 
reformatories,  is  excluded  under 
Moderate  Rehabilitation  and  to  exclude 
all  housing  which  is  otherwise  Federally 
assisted,  or  has  received  federal 
assistance  in  the  12  months  prior  to  the 
Owner  submitting  a  proposal  (e.g. 
projects  assisted  under  Section  236  or 
221(d)(3)  (BMIR)  of  the  National  Housing 


Act).  Units  assisted  under  the  Section  8 
Existing  Housing  Program  which  meet 
the  Housing  Quality  Standaids  but  have 
a  major  system  or  component  in  danger 
of  failing  are  exempt  from  this  rule.  To 
ensure  that  units  are  assisted  under  only 
one  program,  the  Existing  Housing 
Contract  must  be  terminated  prior  to  the 
date  a  Moderate  Rehabilitation  Contract 
becomes  effective. 

Conversion  of  Section  23  units  to  the 
Moderate  Rehabilitation  Program  is 
prohibited  by  the  regulations  since  the 
Department  will  publish  regulations  to 
address  conversions  and  operational 
issues  of  the  Section  23  program.  Section 
23  units  with  short  term  leases  will 
continue  to  be  converted  to  the  Section  8 
Existing  Program  rather  than  Moderate 
Rehabilitation  since  the  Department's 
commitment  is  to  continue  assistance  to 
the  families  occupying  these  units. 
Projects  with  long  term  leases  will  either 
be  continued  under  the  Section  23 
program  with  some  increase  in  rents  to 
reflect  higher  costs  subject  to  the 
availability  of  funds  or  will  be 
considered  for  acquisition  by  PHAs 
under  the  public  housing  program. 

In  response  to  a  comment  pointing  out 
the  possible  problems  and  delays 
associated  with  field  office  approval  on 
a  case-by-case  basis,  the  field  office  is 
allowed  to  make  a  determination  that 
elevator  units  for  families  are 
permissible  for  all  or  a  portion  of  the 
PHA's  Moderate  Rehabilitation  Program 
rather  than  on  a  case-by-case  basis.  The 
field  office  may.  of  course,  choose  to 
review  each  building  individually  in 
making  its  determination. 

Several  comments  concerned  the  use 
of  units  owned  by  State  and  local 
governments  under  the  program.  After 
consideration  of  the  comments,  it  has 
been  determined  that  a  PHA  may  select 
units  owned  by  a  State  or  unit  of  general 
local  government  for  participation  in  the 
Moderate  Rehabilitation  Program  only 
under  the  following  circumstances: 

a.  HUD  must  review  and  approve  the 
site,  assuring  that  the  site  is  in 
conformance  with  the  site  and 
neighborhood  standards  of  the  Program. 
This  HUD  review  may  be  accomplished 
on  a  neighborhood  rather  than  on  a 
case-by-case  basis. 

b.  The  State  or  unit  of  general  local 
government  may  not  retain  ownership  of 
the  property  but  must  sell  the  property 
to  another  owmer  prior  to  the  PHA’s 
entering  into  an  Agreement  with  respect 
to  the  property. 

Since  the  Department  is  encouraging 
cooperation  and  coordination  between 
the  PHA  and  the  local  government  and 
since  local  governments  are  becoming 
increasingly  involved  in  the  policies  and 


26662  Federal  Register  /  Vol.  44.  No.  88  /  Friday.  May  4.  1979  /  Rules  and  Regulations 


activities  of  the  PHAs,  it  was 
determined  that  these  additional 
requirements  are  necessary. 

In  addition  to  these  requirements, 
field  office  monitoring  of  these  units  will 
be  more  intensive  in  ^at  the  field  office, 
in  its  management  reviews  of  the  PHA,  ~ 
is  required  to  review  the  files  on  each 
unit  owned,  or  formerly  owned,  by  a 
State  or  unit  of  general  local  government 
to  assure  that  selection  was 
accomplished  in  accordance  with  the 
PHA's  administrative  plan  and  HUD 
regulations  and  that  initial  contract 
rents  were  calculated  appropriately. 

6— Definitions 

The  definition  of  Moderate 
Rehabilitation  is  being  changed  in 
response  to  comments  which  suggested 
that  a  differing  minimum  amount  of 
rehabilitation  would  discriminate 
against  owners  of  12  or  fewer  units. 
Based  on  these  comments  and  other 
suggestions  concerning  the  minimum 
amount  of  rehabilitation  required,  the 
minimum  has  been  changed  to  $1,000  per 
unit  regardless  of  the  number  of  units  in 
the  building.  The  definition  is  also  being 
amended  to  clarify  that  the  unit  must  be 
in  substandard  condition  to  qualify 
under  paragraph  (a)  of  the  definition  and 
to  emphasize  that  routine  maintenance 
will  not  be  considered  Moderate 
Rehabilitation.  An  exception  to  the 
substandard  condition  requirement  of 
the  definition  to  provide  barrier-free 
housing  is  discussed  in  the  preamble  in 
section  4 — Housing  for  the 
Handicapped. 

The  definition  is  also  being  amended 
to  clarify  that  the  $1,000  per  unit 
minimum  may  include  both  the  cost  of 
work  to  be  accomplished  within  a  unit 
and  a  prorated  amount  of  the  work  to  be 
done  on  common  systems  or  areas 
affecting  the  unit  (e.g.,  central  heating 
system  repair,  lobby  renovations,  etc.). 
While  the  statute  allows  the  Secretary 
“to  make  assistance  available  *  *  *  to 
any  unit  in  a  housing  project  which,  on 
an  overall  basis,  reflects  the  need  for 
such  upgrading",  it  has  been  determined 
that  in  order  to  make  the  best  possible 
use  of  housing  assistance  funds,  only 
units  requiring  at  least  $1,000  of 
rehabilitation  work  are  eligible  for 
assistance  under  the  Program. 

A  definition  of  Statement  of  Family 
Responsibility  is  being  added  along  with 
a  new  §  882.415  in  response  to  several 
comments.  Since  there  is  no  Certificate 
of  Family  Participation  in  the  Moderate 
Rehabilitation  Program,  the  proposed 
regulations  did  not  provide  for  a 
document  to  be  signed  by  the  family  in 
which  they  agree  to  assume  the 
responsibilities  required  through  their 


participation  in  the  Program.  The 
Statement  is  a  HUD  form  and  is  an 
agreement  between  the  family  and  the 
PHA  specifying  the  responsibilities  of 
each  party.  Should  the  family  not  fulfill 
these  responsibilities,  it  is  grounds  for 
termination  of  assistance. 

7 —  ^ACC  Provisions 

A  new  section  on  the  ACC  has  been 
added  specifying  that  there  will  be  a 
single  ACC  Part  I  for  the  Moderate 
Rehabilitation  Program  of  a  PHA  and 
that  all  units  for  which  metropolitan  or 
non-metropolitan  contract  authority  is 
reserved  in  a  fiscal  year  for  a  PHA  will 
constitute  a  separate  project  with  a  17- 
year  term.  Assistance  will  be  available 
for  any  unit  for  up  to  15  years.  Certain 
controlled  accounts  will  be  maintained 
by  project  and  most  reports  and 
financial  forms  will  be  submitted  by 
project  rather  than  by  program  as  is 
done  in  the  Existing  Housing  Program. 
Separate  project  accounts  will  be 
maintained  for  each  Moderate 
Rehabilitation  project  rather  than  one 
account  for  the  entire  Program. 

8—  Contract  and  Lease  Term 

Consistent  with  the  Department's 
policy  that  owners  not  use  the  Section  8 
programs,  including  the  Moderate 
Rehabilitation  Program,  to  obtain 
financing  and  then  drop  out  of  the 
Program  at  the  end  of  the  initial  5  year 
term  of  the  HAP  Contract.  Section 
882.404  is  being  amended  to  specify  that 
the  HAP  Contract  will  be  for  a  15-year 
term.  While  this  policy  may  discourage 
some  owners  from  participating  in  the 
Program,  the  Department  is  interested  in 
assuring  that  the  rehabilitated  units  will 
be  available  to  lower-income  families 
for  the  longest  possible  time. 

The  proposed  regulations  did  not  state 
whether  a  30  day  termination  clause 
would  be  allowed  in  leases  under  the 
Program.  Several  comments  addressed 
this  issue,  the  majority  of  which 
expressed  concern  that  owners  might 
not  participate  in  the  Program  without 
such  a  clause  in  the  lease.  The 
Department  has  determined  that  since 
the  Moderate  Rehabilitation  Program  is 
a  project  based  program  and  terminating 
the  tenancy  of  a  family  will  often  result 
in  termination  of  housing  assistance,  the 
owner  should  not  have  the  right  to 
terminate  a  family’s  tenancy  by  merely 
issuing  a  30  day  notice  to  vacate.  A 
section  on  terminations  is  thus  being 
added  (discussed  later  in  the  preamble), 
and  the  term  of  the  lease  is  being 
amended  to  specify  that  a  lease  of 
longer  than  one  year  must  contain  a  30 
day  termination  clause  on  the  part  of  the 


family.  No  such  termination  clause  is 
allowed  for  the  owner. 

9 —  ^Housing  Quality  Standards 

The  Housing  Quality  Standard  for 
energy  efficiency  is  being  revised  to 
state  that  caulking  and  weatherstripping 
will  be  required  in  every  unit 
rehabilitated  under  the  Program.  Other 
energy  conserving  improvements,  such 
as  storm  windows  and  insulation  are 
required  if  they  are  determined  to  be 
practicable,  cost  effective  and 
financially  feasible.  Comments  were 
received  advocating  both  the  inclusion 
and  exclusion  of  the  cost  of  these 
improvements  in  the  rehabilitation  cost. 
While  the  proposed  regulations  were  not 
specific  on  this  point,  it  has  been 
determined  that,  since  these 
improvements  are  being  required  and 
due  to  the  difficulty  of  accurately 
calculating  cost  savings  from 
improvements,  the  cost  of  installing  the 
'  required  energy  efficient  improvements 
should  be  included  as  a  rehabilitation 
cost  in  the  computation  of  rents.  Specific 
instructions  on  the  improvements  that 
are  required  and  the  method  of 
determining  cost  effectiveness  of  other 
improvements  will  be  contained  in  a 
PHA  Handbook. 

A  new  Housing  Quality  Standard  is 
being  added  involving  site  and 
neighborhood  standards.  Since  the 
subsidy  is  tied  to  the  unit  in  this 
Program,  it  has  been  decided  that  the 
site  and  neighborhood  standards 
applicable  to  the  Section  8  Substantial 
Rehabilitation  Program  should  be 
applied.  The  Department  is  considering 
amending  the  site  and  neighborhood 
standardis  for  all  of  its  programs; 
however,  until  changes  are  made 
effective  for  all  Departmental  programs, 
the  Moderate  Rehabilitation  standards 
will  conform  to  the  current  Substantial 
Rehabilitation  site  and  neighborhood 
standards. 

10 —  Financing 

A  large  number  of  comments 
suggested  that  the  Moderate 
Rehabilitation  Program  could  function 
more  effectively  and  more  rehabilitation 
could  be  achieved'by  allowing  Section 
312  financing  of  Moderate  Rehabilitation 
units.  Nevertheless,  the  Department  has 
determined  to  prohibit  the  use  of  the 
Section  312  program  as  a  means  of 
financing  rehabilitation  under  the 
Moderate  Rehabilitation  Program.  This 
decision  was  based  upon  the  facts  that 
combining  the  two  programs  could  be 
viewed  as  a  double  subsidy  to  owners 
and  the  Section  312  program  could  be 
used  more  effectively  on  units  not 
receiving  Section  8  assistance,  thus 
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promoting  the  rehabilitation  of  twice  the 
number  of  units  possible  if  the  two 
programs  were  combined.  Waivers  of 
this  policy  by  the  Assistant  Secretaries 
for  Housing  and  Community 
Development  will  be  considered  on  a 
case-by-case  basis  where  the 
combination  of  the  programs  is 
proposed  for  good  cause,  such  as.  to 
achieve  an  income  mix  in  a  building,  to 
prevent  displacement  of  lower  income 
families,  or  to  provide  mobility 
opportunities  to  lower  income  families. 

It  was  suggested  that  various  HUD 
insurance  or  rehabilitation  loaii 
programs  could  be  used  in  financing 
rehabilitation  under  the  Moderate 
Rehabilitation  Program.  Among  these 
programs  are  HUD/FHA  mortgage 
insurance  programs  under  Sections 
223(f),  221(d)(3)  and  221(d)(4)  of  the 
National  Housing  Act;  HUD/FHA 
rehabilitation  loan  insurance  programs 
under  Title  1  and  Sections  241,  203k. 
220(d)(3)(A)  and  220(h)  of  that  Act;  and 
GNMA  Tandem  and  Mortgage-Backed 
Securities  Programs. 

While  the  use  of  any  of  these 
programs  to  obtain  financing  for 
rehabilitation  under  the  Moderate 
Rehabilitation  Program  is  possible,  each 
program  has  requirements  and  operating 
procedures  which  must  be  followed  in 
addition  to  those  for  the  Moderate 
Rehabilitation  Program.  These 
procedures  may  conflict  and  may 
preclude  the  use  of  these  insurance 
programs  with  the  Moderate 
Rehabilitation  Program.  At  present, 
there  are  no  special  procedures  to 
interface  Moderate  Rehabilitation 
processing  with  HUD/FHA  mortgage 
insurance  processing.  For  additional 
information  on  any  of  these  insurance  or 
loan  programs,  a  HUD/FHA-approved 
lender  should  be  contacted  since  any 
application  for  tliese  programs  must  be 
made  through  or  to  a  HUD/FHA- 
approved  financial  institution. 

11 — Relocation 

One  of  the  major  concerns  of  most 
commenters  was  the  relocation 
requirements  of  the  Program.  Many 
expressed  the  view  that  requiring 
Uniform  Act-level  assistance  to 
displaced  lower  income  families  was 
unnecessary  while  others  suggested  that 
requiring  the  local  government  to 
assume  the  costs  of  permanent 
displacement  would  virtually  exclude 
non-Community  Development 
entitlement  localities  from  participating 
in  the  Moderate  Rehabilitation  Program. 

In  response  to  these  comments  a 
revised  relocation  policy  is  being 
established  which  protects  families  from 
being  displaced  without  appropriate 


assistance,  while  not  requiring  that  the 
local  government  sign  off  on  the 
Moderate  Rehabilitation  application 
agreeing  to  assume  responsibility  for 
permanent  relocation  payments. 

The  revised  policy  prohibits 
permanent  displacement  (i.e.,  it  does  not 
permit  a  PHA  to  select  a  building  where 
permanent  displacement  of  tenants  will 
be  necessary).  The  only  exception  to 
this  policy  is  if  a  PHA  submits  an 
approvable  relocation  strategy  which 
states  that  no  tenant  will  be  displaced 
unless  that  tenant  is  in  a  unit  which  is 
overcrowded  or  underoccupied  or  the 
owner  is  combining  two  or  more 
occupied  units  resulting  in  fewer  units 
than  tenants  after  rehabilitation;  states 
that  no  tenant  will  be  required  to  move 
until  suitable  alternative  housing  is 
available;  provides  for  assistance  to 
displaced  tenants  in  securing  alternative 
housing  at  a  price  they  can  afford;  and 
specifies  the  source  of  funding  for  any 
moving  costs  and  relocation  payments. 
W'hile  the  regulations  provide  for 
assistance  to  tenants  similar  to  that 
required  under  the  Uniform  Act,  the 
tenant  will  be  provided  suitable 
alternative  housing  within  his/her 
ability  to  pay  rather  than  a  choice 
between  such  housing  and  a 
replacement  housing  payment.  The  PHA 
may  choose  to  make  a  replacement 
housing  payment  to  a  Family  but  such  a 
decision  is  at  the  sole  option  of  the  PHA. 
By  imposing  the  restrictions  on 
displacement  and  payments  to 
displacees  outlined  above,  much  of  the 
uncertainty  on  the  part  of  the  local 
governments  who  may  be  asked  to  fund 
relocation  payments  should  be 
eliminated  thus  making  it  easier  for  the 
local  government  to  assume  this 
responsibility. 

While  the  PHA  may  provide  any 
assistance  needed  by  temporarily 
*  relocated  tenants  (such  as  assistance  in 
Ending  a  unit)  and  be  reimbursed  for 
these  expenses  through  the  preliminary 
administrative  fee.  the  PHA  will  not  be 
responsible  for  any  direct  payments  to 
tenants  (such  as  moving  costs  or 
increased  housing  expenses).  Pajrments 
for  temporary  relocation  costs  remain 
the  responsibility  of  the  owner.  Costs 
and  sevices  associated  with  permanent 
displacements  must  be  assumed  by 
another  entity  unless  the  PHA  proposes 
to  fund  these  payments  from  oUier  than 
HUD-related  housing  funds. 

Much  concern  was  expressed 
regarding  the  potential  displacement  of 
single  persons  and  over-income  tenants. 
To  address  these  concerns,  serveral 
changes  and  clarifications  have  been 
made  to  the  regulations.  It  has  been 
determined  that  a  lower-income  single 


person  (even  if  not  elderly  or 
handicapped)  occupying  a  unit  in  a 
Moderate  Rehabilitation  proposal  may 
be  assisted  under  the  Program,  because 
under  24  CFR  Part  812  a  lower-income 
person  is  eligible  if  displaced.  If  the 
occupant  were  required  to  move,  he/she 
would  then  be  a  displaced  person  under 
24  CFR  Part  812  and  therefore  eligible 
for  reoccupany.  Since  no  purpose  would 
be  served  by  going  through  the  motions 
of  requiring  a  move  and  immediate 
reoccupancy,  such  persons  are  treated 
as  eligible  occupants.  In  addition,  the 
owner  must  certify  in  the  proposal  that 
he/she  has  not  terminated  without  good 
cause  the  tenancy  of  any  family  in  the 
12  months  prior  to  entering  into  the 
Moderate  Rehabilitation  Program.  For 
those  over-income  tenants  who  are 
displaced  because  there  will  not  be 
sufficient  suitable-sized  units  available 
after  rehabilitation,  the  regulations 
require  that  the  PHA  assure  that  they 
receive  appropriate  assistance  and  are 
reimbursed  for  moving  costs. 

12 — Other  Federal  Requirements 

The  applicability  of  labor  standards, 
environmental,  historic  preservation, 
and  fair  housing  and  equal  opportunity 
requirements  was  the  subject  of 
numerous  comments.  Under  new 
procedures  being  developed  by  the 
Department  for  the  National 
Environmental  Policy  Act,  the  Moderate 
Rehabilitation  Program  will  be  exempt 
from  the  requirements  of  NEPA 
whenever  the  cost  of  rehabilitation 
under  the  Program  will  be  less  than  75 
percent  of  the  value  of  the  property  after 
rehabilitation.  The  other  requirements 
are  categorized  to  indicate  which  affect 
the  PHA*s  selection  of  units  and  which 
affect  the  owner  and  the  rehabilitation 
work  and  are  discussed  in  greater  detail 
below. 

a.  Civil  Rights  Laws 

The  laws  requiring  fair  housing 
practices  are  familiar  to  PHAs  and 
owners  throughout  the  country. 
Executive  Order  11063,  "Equal 
Opportunity  in  Housing,"  prohibit 
discrimination  based  on  race,  color, 
creed,  or  national  origin  in  any  federally 
assisted  housing  program.  Title  VI  of  the 
Civil  Rights  Act  of  1964  provides  that  no 
person  shall  be  excluded  from 
participation  in  any  federally  assisted 
program  on  the  basis  of  race,  color,  or 
national  origin.  The  most  comprehensive 
fair  housing  law  is  Title  VIII  of  the  Civil 
Rights  Act  of  1968,  which  bans 
discrimination  based  on  race,  color, 
religion,  sex.  and  national  origin  in  all 
housing,  federally  assisted  or  not.  PHAs 
and  other  qualiHed  agencies  applying 
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for  a  Moderate  Rehabilitation  Program 
must  include  certifications  of  their  intent 
to  comply  with  and  to  require 
participating  owners  comply  with  fair 
housing  requirements  in  their 
applications  to  HUD. 

b.  Environmental  Requirements. 

Although  the  Moderate  Rehabilitation 
Program  is  exempt  from  NEPA  as 
discussed  above,  participants  in  the 
Moderate  Rehabilitation  Program  must 
comply  with  requirements  of  several 
other  environmental  protection  laws. 
Since  the  Program  does  not  involve  new 
construction  or  substantial  amounts  of 
rehabilitation,  the  most  significant 
impact  of  these  laws  is  the  requirement 
that  PHAs  include  enviromental 
concerns  ia  their  list  of  project  selection 
criteria. 

The  Clean  Air  Act  and  the  Federal 
Water  Pollution  Control  Act  are  laws 
designed  to  restore  and  maintain  clean 
air  and  water.  PHAs  should  give 
consideration  at  time  of  project 
selection  to  projects  which  conform 
most  closely  to  the  principles  of 
environmental  protection.  Also,  a  clause 
which  requires  owners  to  comply  with 
Clean  Air  and  Water  Acts  must  be 
included  in  contracts  with  owners,  if 
contract  rents  over  the  maximum  total 
term  of  the  PHA  Contract  exceed 
$100,000. 

There  are  two  other  environmental 
protection  requirements  which  PHAs 
should  keep  in  mind  in  their  selection  of 
proposals.  Executive  Order  11986, 
"Floodplain  Management,”  and 
Fjcecutive  Order  11990,  “Protection  of 
Wetlands.”  Both  Executive  Orders 
require  public  notice  before  any 
federally  assisted  action  oan  be  taken  in 
a  floodplain  or  new  construction  begun 
in  a  wetland,  ^noe  the  Moderate 
Rehabilitation  Program  does  not  involve 
new  construction  or  site  selection. 
Executive  Order  11990  should  have  little 
or  not  effect.  The  public  notice  is  the 
only  requirement  of  Executive  Order 
11988  on  the  Moderate  Rehabilitation 
Program. 

Another  law  concerned  with  the 
hazards  of  floods  is  the  Flood  Disaster 
Protection  Act  of  1973.  This  law  is  the 
only  environmental  law  that  requires 
some  specific  action  by  the  owner.  For 
those  projects  undertaken  in  a 
community  having  special  flood  hazards 
and  in  which  HUD  flood  insurance  is 
available,  the  owner  must  agree  to 
purchase  flood  insurance  to  cover  his 
property.  The  federally  subsidized 
insurance  can  be  purchased  over  the 
phone,  and  the  cost  is  minimal. 

The  environmental  protection  laws 
are  designed  to  regulate  major  federal  or 


private  actions  which  could  endanger 
plant  and  animal  life  or  otherwise  harm 
the  environment.  Their  impact  is  not 
directed  at  a  program  such  as  Moderate 
Rehabilitation,  which  involves  small 
amounts  of  repair  to  existing  housing. 
Those  requirements,  such  as  flood 
protection,  which  affect  the  program  are 
beneficial  and  easily  handled  by  an 
owner  of  a  small  number  of  units. 

c.  Historic  Preservation  Requirements 

The  necessity  for  compliance  with 
historic  preservation  laws  (National 
Historic  Preservation  Act,  Archeological 
and  Historic  Preservation  Act,  and 
Executive  Order  11593)  has  been 
questioned.  The  people  commenting  on 
these  requirements  are  concerned  with 
the  possibilities  of  complex  rules, 
delays,  and  additional  expense. 
However,  the  historic  preservation  laws 
should  present  no  great  obstacle  to  the 
administration  of  the  Section  8 
Moderate  Rehabilitation  Program.  The 
amount  of  rehabilitation  involved  in  the 
program  is  not  substantial.  It  is  unlikely 
that  the  rehabilitation  will  be  significant 
enough  to  require  long  deliberation  by 
historic  preservation  officials  before 
approval.  Also,  historic  preservation 
officials  are  concerned  primarily  with 
the  exterior  of  a  building.  Much  of  the 
rehabilitation  in  the  Moderate 
Rehabilitation  Program,  such  as  repairs 
to  plumbing,  wiring,  interior  walls,  and 
heating/air-conditioning  systems,  should 
not  involve  alteration  of  the  exterior  at 
all.  In  addition,  historic  preservation 
requirements  apply  to  historic  sites, 
districts,  and  buildings  only. 

Public  housing  agencies  and  builders 
in  these  areas  should  already  have  some 
experience  in  dealing  with  requirements 
for  historic  preservation.  No  exemptions 
or  thresholds  apply  to  historic 
preservation,  and  the  requirements  also 
cover  buildings  beiim  privately 
rehabilitated.  Thererore,  it  would  be 
inappropriate  for  any  HUD  program  to 
be  exempt  from  these  requirements. 

HUD  is  not  seeking  an  exemption 
because  it  supports  the  principles  stated 
in  the  National  Historic  Preservation 
Act,  “that  the  historical  and  cultural 
foundations  of  the  Nation  should  be 
preserved  as  a  living  part  of  our 
community  life  and  development  in 
order  to  give  a  sense  of  orientation  to 
the  American  people.” 

d.  Discrimination  Based  on  Handicap 

Section  504  of  the  Rehabilitation  Act 
of  1973  basically  requires  only  that  the 
PHA  and  owner  not  discriminate  against 
a  person  based  on  that  person's 
handicap.  As  in  the  Existing  Housing 
Program,  individual  owners  are  required 


to  comply  with  provisions  specifying 
nondiscrimination  in  tenant  selection 
and  employment.  Regulations 
implementing  Section  504  have  not  been 
published  for  effect  by  the  Department: 
however,  it  is  anticipated  that  these 
regulations  will  contain  provisions 
which  take  into  consideration  the 
feasibility  of  physical  alterations  for 
accessibility,  and  providing  barrier-free 
units  may  be  required  by  some  owners 
as  part  of  the  rehabilitation  to  be 
accomplished  under  the  program. 

e.  Equal  Employment  Opportunity 
Requirements 

Participants  in  the  Moderate 
Rehabilitation  Program  are  required  to 
comply  with  three  Equal  Employment 
Opportunity  laws.  The  first.  Executive 
Order  11246,  “Equal  Employment 
Opportunity,”  applies  to  all  federally 
assisted  construction  contracts  for 
$10,000  and  over.  Executive  Order  11246 
prohibits  discrimination  on  the  basis  of 
race,  color,  creed,  sex.  or  national  origin 
in  the  hiring  or  employment  of 
individuals.  A  clause  stating  a 
commitment  to  equal  employment 
opportunity  requirements  must  be 
included  in  all  non-exempt  contracts. 

The  second  applicable  Equal 
Employment  Opportunity  law  is  Section 
3  of  the  Housing  and  Urban 
Development  Act  of  1968,  which 
provides  that  project-area  lower-income 
residents  and  small  businesses  be  used 
for  federally  assisted  housing 
construction,  whenever  feasible.  For  the 
Moderate  Rehabilitation  Program, 
Section  3  covers  those  Agreements  and 
Contracts  where  total  Contract  Rents 
over  the  maximum  term  of  the  Contract 
exceed  $5(X),0tX).  A  clause  agreeiiig  to 
utilize  project-area  residents  and 
businesses  to  the  greatest  extent 
feasible  must  be  included  in  all  non¬ 
exempt  contracts  or  subcontracts. 

Executive  Order  11625,  “Prescribing 
Additional  Arrangements  for 
Developing  and  Coordinating  a  National 
Program  for  Minority  Business 
Enterprise”,  calls  for  the  participation  of 
all  federal  departments  and  agencies  in 
an  effort  to  increase  minority 
enterprises.  To  assist  in  furthering 
minority  enterprise  participation  in  the 
Program.  PHAs  administering  the 
Moderate  Rehabilitation  Program  must 
maintain  a  list  of  contractors,  including 
minority  contractors,  to  be  provided  to 
owners.  The  PHA  may  obtain  assistance 
from  the  HUD  field  oflice  in  developing 
this  list. 

/.  Labor  Standards  Requirements 

The  Moderate  Rehabilitation  Program 
is  subject  to  four  laws  generally 
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designated  as  Labor  Standards.  The 
laws  are  designed  to  guarantee  that 
workers  on  federally  assisted 
construction  projects  will  not  receive 
substandard  wages,  treatment,  or  fringe 
benefits.  To  avoid  unduly  burdening 
contractors  willing  to  work  on  smaller 
projects,  none  of  the  Labor  Standards 
laws  covers  Section  8  contracts  of  fewer 
than  9  units. 

Many  commenters  questioned  the 
rationale  for  requiring  compliance  with 
labor  standards  provisions,  particularly 
the  Davis-Bacon  Act,  in  the  Moderate 
Rehabilitation  Program.  It  was  pointed 
out  that  other  HUD  repair  programs 
such  as  Section  223(f)  are  exempt  from 
these  provisions  and  requiring  that 
owners  comply  with  these  Acts  would 
significantly  raise  rehabilitation  costs. 
The  Department  acknowledges  these 
comments;  however,  the  statute  requires 
that  all  Section  8  Agreements  covering 
nine  or  more  assisted  units  must  comply 
with  these  requirements.  Therefore,  they 
must  be  retained  in  the  regulations. 

The  Davis-Bacon  Act  provides  that 
construction  workers  will  be  paid  not 
less  than  the  wages  prevailing  in  the 
locality  for  similar  work,  as  determined 
by  the  Department  of  Labor.  The 
Contract  Work  Hours  and  Safety 
Standards  Act  provides  that 
construction  workers  will  be  paid  time 
and  a  half  for  overtime  work.  The 
Copeland  Act  aids  in  enforcing  the 
Davis-Bacon  Act  by  prohibiting  “kick- 
backs"  to  employers.  Under  this  Act. 
contractors  are  required  to  furnish  wage 
statements  to  their  employees.  These 
statements  help  guarantee  that  only 
allowable  deductions,  those  for  the 
benefit  of  or  requested  by  the  employee 
((;.g..  medical  insurance,  union  dues, 
charitable  contributions),  are  deducted 
from  the  employee's  wages.  The 
National  Apprenticeship  Act  sets 
standards  for  the  employment  of 
apprentices  and  trainees.  Apprentices 
and  trainees  enrolled  in  programs 
approved  by  the  Department  of  Labor 
may  be  paid  at  less  than  the  prevailing 
wage  rate  for  similar  work.  Contractors 
must  employ  the  same  ratio  of 
apprentices  and  trainees  at  their 
federally  assisted  work  sites  as  they  do 
in  the  rest  of  their  work  force. 
Contractors  on  larger  projects  are  also 
encouraged  to  employ  apprentices  and 
trainees  in  the  ratio  suggested  by  the 
Department  of  Labor  and  to  employ  25 
percent  of  trainees  in  their  first  year  of 
training. 

Clauses  relating  to  the  Labor 
Standards  laws  must  be  included  in  all 
non-exempt  contracts  or  subcontracts. 
(Contractors  are  required  to  keep  payroll 
and  employment  records  to  show  their 


compliance  with  the  laws.  HUD  is 
committed  to  assuring  that  the  workers 
on  the  construction  it  assists  do  not 
receive  substandard  pay  or  treatment. 

13 — Contract  Rents 

The  majority  of  the  comments 
expressed  concern  as  to  the  adequacy  of 
the  Fair  Market  Rents — a)  establishing 
them  at  only  120  percent  of  the  Existing 
FMRs  and  b)  allowing  the  Moderate 
Rehabilitation  FMRs  to  be  exceeded 
only  with  prior  HUD  approval  after 
rehabilitation  had  commenced.  The 
FMRs  are  being  maintained  at  120 
percent  of  the  Existing  Housing  FMRs. 
These  rents  should  be  sufficient  in  most 
market  areas  to  encourage  owners  to 
participate  in  the  program.  The 
regulations  are  being  revised,  however, 
to  provide  for  a  more  liberal  exception 
rent  policy.  Specifically,  the  PHA  will 
have  authority  to  approve  gross  rents 
which  exceed  the  Moderate 
Rehabilitation  FMRs  by  up  to  10  percent 
(1)  in  areas  approved  by  the  field  office 
as  having  high  median  rents  and  (2)  on  a 
case-by-case  basis  to  provide  necessary 
physical  modifications  of  housing  for 
handicapped  and  disabled  individuals 
or  to  meet  the  needs  of  families  needing 
four  or  more  bedrooms.  Additionally, 
the  field  office  may  approve  gross  rents 
up  to  120  percent  of  the  Moderate 
Rehabilitation  FMRs  on  a  case-by-case 
basis  during  rehabilitation  to  cover 
unexpected  costs. 

There  were  numerous  comments  on 
the  initial  calculation  of  gross  rents; 
comments  varied  from  those  suggesting 
that  the  formula  was  too  complicated 
and  that  only  a  rent  reasonbleness  test 
should  apply,  to  those  who  felt  a  strict 
income/expense  approach  should  be 
used.  It  was  determined  that  a 
“reasonableness”  approach  to  the  rents 
was  not  appropriate  since  it  would  be 
difficult  to  determine  a  reasonable  rent 
for  a  unit  which  has  been  recently 
moderately  rehabilitated  and  since  the 
rents  in  a  marginal  neighborhood  (to 
which  the  Program  may  be  targeted)  are 
often  depressed  and  a  “comparable" 
rent  may  not  be  sufficient  to  compensate 
the  owner  for  rehabilitation.  Therefore, 
the  base  rent  calculation  in  the  proposed 
regulations  has  been  retained  with  the 
exception  that  if  the  owner  believes  the 
base  rent  as  calculated  is  too  low,  the 
PHA  may  approve  a  higher  rent  based 
upon  an  estimate  of  the  actual  costs  of 
owning,  managing  and  maintaining  the 
unit  after  rehabilitation.  A  formula  for 
this  computation  which  will  specify 
what  costs  are  eligible  and  will  allow 
for  a  reasonable  return  on  the  owner's 
investment  will  be  included  in  a  PHA 
Handbook. 


In  response  to  several  comments,  the 
rent  calculation  is  being  revised  to  allow 
the  owner  to  receive  rents  sufficient  to 
repay  a  short  term  rehabilitation  loan  on 
the  required  improvements  over  the 
term  of  the  rehabilitation  loan  that  the 
owner  obtains  rather  than  over  15  years, 
if  the  total  cost  of  rehabilitation  under 
the  Program  is  less  than  $15,000.  This 
flexibility  is  allowed  to  facilitate  the 
obtaining  of  a  loan  by  an  owner  of  only 
a  small  number  of  units  or  an  owner 
needing  to  accomplish  only  a  minimum 
of  rehabilitiation.  A 15  year 
amortization  is  required  on  a  contract 
specifying  a  rehabilitation  cost  of 
$15,000  or  more  since  an  owner  should 
be  able  to  secure  a  15  year  loan  for 
amounts  of  that  size.  Additionally,  it 
was  determined  that  an  owner  would  be 
more  likely  to  remain  in  the  Moderate 
Rehabilitation  Program,  leasing  to 
lower-income  families,  if  the  owner 
were  reimbursed  for  rehabilitation  costs 
over  the  15  year  term  of  the  Contract. 

Several  commenters  suggested  that 
higher  contracts  rents  should  be  allowed 
than  established  in  the  Agreement  if 
actual  rehabilitation  costs  exceed  the 
estimate.  Flexibility  is  allowed  for 
recomputing  rents  to  cover  the  cost  of 
unexpected  work  items  uncovered  in  the 
rehabilitation  or  imposed  by  a  change  in 
local  codes.  This  flexibility  should  be 
sufficient  since  an  owner  should,  in 
most  cases,  sign  a  fixed  price  contract 
with  a  general  contractor  prior  to 
signing  the  Agreement  and  beginning 
rehabilitation  work.  This  process  is 
detailed  in  the  regulations  and 
allowance  is  made  at  the  feasibility 
analysis  for  increasing  rents  based  on  a 
contractor's  price  which  is  higher  or 
lower  than  estimated. 

A  new  section  has  been  added 
entitled  “Contracts  Rents  at  End  of 
Rehabilitation  Loan  Term."  Since  the 
regulations  now  allow  for  the  repayment 
of  a  rehabilitation  loan  over  a  shorter 
term  than  the  HAP  Contract,  if  the  total 
rehabilitation  cost  is  less  than  $15,000,  it 
will  be  necessary  to  reduce  the  rents  at 
the  end  of  the  loan  penod  in  order  to 
exclude  the  amount  of  debt  service  no 
longer  required.  The  new  section 
provides  for  a  reduction  in  contract 
rents  to  the  base  rent  plus  appropriate 
annual  and  special  adjustments. 

14 — Rent  Adjustments 

Several  comments  pointed  out  that,  by 
computing  the  annual  adjustment  on  the 
gross  rent,  we  were  over-compensating 
the  owner  since  we  were  increasing  the 
portion  of  the  rent  fixed  for  amortization 
of  the  rehabilitation  loan  as  well  as  the 
rent  for  management  and  maintenance. 

In  response  to  these  comments,  the 
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regulations  are  being  revised  to  apply 
the  annual  adjastment  factor  to  the  base 
rent  or  contract  rent  (after  the 
rehabilitation  loan  has  been  repaid). 

The  suggestion  that  the  PHA  have  the 
authority  to  approve  special 
adjustments  has  been  rejected  since 
under  the  statute  HUD  must  approve 
special  adjustments.  It  was  also  pointed 
out  that  the  audited  financial  statements 
may  be  an  undue  burden  on  small 
owners;  therefore  the  threshhold  for 
requiring  audited  statements  has  been 
increased  to  20  units. 

15 —  ^Very  Low-Income  Families 

The  Act  requires  that  at  least  30 
percent  of  all  Section  8  units  be 
occupied  by  Very  Low-Income  Families. 
It  was  ponted  out  in  the  comments  that 
this  requirement  might  be  difHcult  to 
achieve  in  Moderate  Rehabilitation 
since  tenancts  will  be  allowed  to  remain 
in  occupancy.  A  new  section  has  thus 
been  added  which  specifles  that  owners 
will  be  required  to  attempt  to  achieve 
this  30  percent  Very  Low-Income  Goal; 
however,  the  PHA  will  be  allowed  to 
meet  this  30  percent  requirement  in  its 
combined  Existing  Housing  and 
Moderate  Rehabilitation  Programs. 

16—  Vacancy  Payments  and  Security 
Deposits 

To  address  concerns  that  the  vacancy 
payments  procedure  is  too  complicated 
and  the  payments  are  too  generous,  the 
vacancy  payments  provisions  of  the 
program  are  being  amended.  To  allow 
for  a  normal  rent-up  period  and  to 
minimize  vacancy  claims  at  initial 
occupancy,  an  owner  may  not  receive 
payments  at  initial  occupancy  if  the  unit 
is  leased  within  the  first  15  days.  For 
vacancies  after  initial  occupancy,  an 
owner  will  be  allowed  to  retain  the 
housing  assistance  payment  received  at 
the  beginning  of  the  month  for  the  month 
*  in  which  a  tenant  vacates,  provided  the 
unit  remains  vacant  for  the  remainder  of 
the  month.  If  the  unit  remains  vacant  for 
up  to  an  additional  30  days,  the  owner 
may  receive  80  percent  of  the  contract 
rent  for  this  additional  vacancy  period. 
This  revised  policy  would  provide  for 
payments  for  a  vacancy  period  of  from 
31-60  days  depending  upon  when  the 
tenant  vacated  the  unit.  This  new  policy 
should  simplify  paper  work  and  should 
provide  adequate  vacancy  protection  for 
owners.  To  provide  consistency 
between  the  Moderate  Rehabilitation 
Program  and  Existing  Housing  Program, 
the  Existing  Housing  Program 
regulations  are  being  revised  in  a 
separate  publication  to  conform  the 
vacancy  payments  provisions,  where' 


appropriate,  to  those  being  published  for 
Moderate  Rehabilitation. 

In  addition,  the  Existing  Housing 
Program  regulations  (and  Moderate 
Rehabilitation,  by  reference)  are  being 
amended  in  a  separate  publication  to 
allow  an  owner  to  be  compensated  for 
damages  or  other  amounts  owed  by  the 
tenant  up  to  an  amount  equal  to  two 
months’  rather  than  one  month’s 
Contract  Rent.  It  is  anticipated  that  this 
amendment  will  encourage  owner 
participation  in  the  two  programs  since 
it  should  provide  improved  protection 
against  excessive  tenant  damage. 

17 —  PHA  Management 

The  Department  recognizes  that  it  is 
sometimes  difHcult  to  interest  owners  in 
providing  assisted  housing  for  lower- 
income  families  due  to  the  anticipated 
management  difficulties  of  such 
projects.  Where  this  is  the  case  and 
where  an  owner  is  only  willing  to 
provide  such  housing  under  the  Program 
if  the  PHA  will  manage  that  housing,  the 
Department  will  allow,  under  certain 
conditions,  the  PHA  to  manage  units  for 
which  it  administers  the  HAP  Contract 
under  the  Moderate  Rehabilitation 
Program.  The  application  and 
attachments,  contract  terms  and  other 
requirements  of  this  section  closely 
parallel  those  established  in  Section 
882.117  for  the  Existing  Housing 
Program. 

A  PHA.  with  prior  HUD  approval, 
may  manage  units  for  which  it 
administers  the  Contract  provided  (1)  no 
other  PHA  is  able  and  willing  to 
administer  the  HAP  Contract,  (2)  it  is 
necessary  to  provide  housing  for  lower- 
income  families,  i.e.,  there  is  no 
management  alternative,  (3)  the  PHA  is 
capable  of  managing  the  units,  (4)  the 
management  contract  is  for  a  term  of 
one  year,  renewable  for  only  one  year  at 
a  time,  (5)  the  management  fee  meets 
certain  specified  criteria,  (6)  rents  may 
only  exceed  the  Fair  Market  Rent  with 
prior  HUD  approval,  and  (7)  the  PHA 
keeps  separate  accounts  and  records  for 
these  projects.  In  addition  to  these 
requirements,  there  will  be  extensive 
HUD  review  and  monitoring  of  these 
imits. 

18 —  Application  Requirements 

Since  it  is  anticipated  that  State 
Agencies  and  Regional  PHAs  will  be 
involved  in  the  Program,  an  application 
requirement  that  the  PHA  specify  the 
primary  area(s)  in  which  units  will  be 
rehabilitated  and  the^approximate 
number  of  units  per  area  is  being  added. 
This  information  is  necessary  to 
determine  consistency  with  local 
Housing  Assistance  Plans. 


A  number  of  comments  expressed 
concern  over  the  requirement  that  the 
PHA  specify  in  the  application  the 
proposed  bedroom  distribution  and 
elderly /non-elderly  breakdown  of  units. 
They  felt  that  without  specific  buildings 
in  mind  this  requirement  would  be 
difficult  to  meet.  Such  specificity  is 
needed,  however,  in  order  to  determine 
compliance  with  the  Housing  Assistance 
Plan  and  to  reserve  appropriate  housing 
assistance  funds.  The  field  office  will  be 
flexible  in  granting  amendments  to  the 
ACC  to  accommodate  bedroom 
redistributions;  however,  it  should  be 
noted  that  the  field  office  must  work 
within  the  constraints  of  HAP  needs  and 
available  funds. 

Language  is  also  being  added  to  the 
regulations  to  require  that  if  a  PHA  does 
not  have  rehabilitation  expertise  and  if 
there  is  a  local  public  rehabilitation 
agency  capable  of  and  willing  to  provide 
rehabilitation  technical  assistance,  the 
PHA  must  subcontract  with  that  agency. 
The  Department  does  not  want  to  create 
competing  public  rehabilitation  agencies 
within  a  locality  and  is  interested  in 
fostering  coordination  between  the  local 
government  and  PHA. 

A  requirement  is  being  added  that  the 
PHA  specify  in  the  application  which 
(one  or  more)  of  the  three  purposes  of 
the  Program  it  plans  to  achieve.  If  the 
PHA  proposes  to  use  the  Program  for 
deconcentration,  the  application  must 
demonstrate  that  there  are  units 
available  outside  of  areas  of  low  income 
and  minority  concentration  which  are 
appropriate  for  the  Program.  The  PHA 
must  also  certify  that  it  will  not  select 
units  in  an  area  of  minority 
concentration  unless  it  proposes  a 
balanced  Program  which  will  provide 
for  comparable  units  outside  areas  of 
minority  concentration. 

If  the  PHA  proposes  to  target  the 
Program,  it  must  adequately  describe 
the  neighborhood  and  demonstrate  there 
are  units  which  meet  the  site  and 
neighborhood  standards  of  the  Program. 
Additionally,  if  the  PHA  proposes  to 
target  to  a  neighborhood  undergoing 
private  reinvestment  to  prevent 
displacement,  the  PHA  must 
demonstrate  that  the  Program  will  be 
workable  in  that  neighborhood.  If  the 
Program  is  to  be  targeted  to  a 
deteriorating  neighborhood,  the  PHA 
must  demonstrate  that  the  Program  is 
appropriate  for  the  neighborhood  and 
the  chief  executive  o^cer  must  provide 
a  letter  of  endorsement  of  the 
application  describing  other  activities  in 
the  neighborhood. 

The  relocation  requirements  are 
modiRed  to  coincide  with  the  new 
relocation  policy.  The  PHA  must. 
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therefore,  either  state  that  no  permanent 
displacement  will  be  allowed  or  must 
provide  its  strategy  for  conforming  with 
the  relocation  requirements  of  the 
program. 

Several  State  and  regional  PHAs 
questioned  the  feasibility  of  obtaining  a 
concurrence  on  the  application  from  the 
chief  executive  officer  of  the  local 
government  in  each  locality  in  which 
they  propose  to  operate  the  program. 
This  requirement  is,  therefore,  changed 
•  to  require  a  concurrence  from  the  chief 
executive  of  all  localities  with  approved 
Housing  Assistance  Plans.  However, 
even  in  localities  without  approved 
flAPs,  the  chief  executive  officer 
concurrence  is  required  where  the  PHA 
proposes  to  target  the  program  to  a 
specific  area,  and  where  the  local 
government  agreps  to  assume  the 
responsibility  for  payments  to  displaced 
tenants. 

19 —  Evaluation  of  Applications 

To  conform  to  requirements  of 
regulations  concerning  application 
review,  24  CFR  Part  891,  processing  of 
applications  will  include  the  Section  213 
procedure  of  notifying  the  local 
government  of  the  receipt  of  an 
application  and  soliciting  comments  on 
the  application  from  the  local 
government.  Language  has  al^  been 
added  to  spiecify  that  the  Part  891 
regulations  must  be  followed  in 
application  review  and  that  local 
government  comments  will  be 
considered  in  evaluating  applications. 

20 —  Leasing  Schedule 

In  response  to  comments  suggesting 
that  the  field  office  should  monitor 
rehabilitation  as  well  as  leasing,  the 
regulations  are  revised  to  require  both  a 
rehabilitation  and  leasing  schedule.  The 
regulations  require  that  the 
rehabilitation  schedule  be  established  in 
order  that  all  units  in  the  project  will  be 
under  Agreement  with  in  15  months  of 
ACC  execution.  Due  to  concern  about 
the  tightness  of  the  leasing  schedule, 
particularly  for  large  projects  and  for  the 
Hrst  year  of  operation  of  the  program,  a 
provision  has  been  added  which  allows 
for  more  flexibility  in  the  rehabilitation 
and  leasing  schedules  in  the  first  year 
and  for  projects  of  over  1,000  units. 

21—  Owner  Proposals 

Pursuant  to  comments,  the  following 
changes  have  been  made  in  the 
requirements  for  owner  proposals: 

(a)  Due  to  Lead  Based  Paint 
requirements,  the  owner  must  specify 
the  year  in  which  the  unitjs)  was 
constructed. 


(b)  The  owner  must  provide 
information  concerning  the  family  size 
and  household  type  of  current  tenants  in 
order  to  assess  the  need  for  permanent 
displacement  due  to  a  family's 
overcrowding  of  a  unit  and  to  determine 
whether  present  occupancy  will  conform 
to  the  household  types  speciHed  in  the 
application. 

(c)  The  proposal  must  contain  a 
certification  that  t^e  owner  has  not 
evicted  any  tenant  without  good  cause 
in  the  twelve  months  proceeding 
submittal  of  the  proposal. 

(d)  The  owner  must  present  plans  for 
managing  and  maintaining  the  unit(s).  A 
PHA  Handbook  will  provide  guidance  in 
assessing  the  owner’s  management  plan 
and  in  assisting  an  owner  to  develop  a 
viable  plan. 

(e)  Several  comments  suggested  that 
allowing  owners  to  have  a  separate 
waiting  list  would  be  unfair  to  Families 
on  the  PHA’s  Existing  Housing  waiting 
list  who  had  been  waiting,  often  for 
years,  for  housing  assistance.  Based  on 
these  comments  and  to  provide  for  more 
uniform  administration  of  the  program, 
the  regulations  are  revised  to  require 
that  an  owner  select  tenants  from 
referrals  made  by  the  PHA  from  the 
PHA’s  Existing  Housing  waiting  list.  The 
requirement  for  an  Affirmative  Fair 
Housing  Marketing  Plan  is  thus 
eliminated. 

22-PHA  Selection  of  Units  to  be 
Rehabilitated  and  Assistance  to  Owners 

Based  on  comments  that  the 
regulations  were  too  vague  on  when  the 
PHA  selected  proposals  and  units  for 
participation  in  the  program,  §S  882.506 
and  882.507  are  being  revised.  As 
revised,  the  regulations  specify  a  step  by 
step  process  from  public  notice  to 
owners  through  the  entire  pre¬ 
construction  process.  Initial  screening  of 
proposals  is  suggested  to  eliminate  any 
clearly  inappropriate  or  unresponsive 
proposals. 

The  preliminary  feasibility  analysis 
has  been  expanded  to  include  a 
preliminary  assessment  of  relocation 
needs  and  the  feasibility  of  energy 
conserving  improvements  as  well  as  a 
preliminary  estimate  of  gross  rents.  It 
was  believed  that  these  assessments 
and  estimates  need  to  be  done  at  this 
stage  since  such  information  is 
important  in  the  selection  of  units  and 
the  determination  of  family  eligibility. 

A  paragraph  on  selection  of  proposals 
is  being  added  to  clarify  that  an 
inspection  and  preliminary  feasibility 
analysis  should  be  accomplished  prior 
to  this  selection.  This  paragraph  also 
speciHes  that  the  PHA  must  make  public 
its  method  of  selecting  proposals. 


Language  is  being  added  to  clarify 
that  the  $1000  minimum  amount  of 
rehabilitation  requirement  pertains  to 
rehabilitation  work  necessary  to  correct 
significant  deHciencies  in  the  unit  and 
not  routine  maintenanfie.  The  exception 
to  this  requirement  involves 
rehabilitation  to  make  a  unit  barrier-free 
and  is  discussed  in  the  preamble  under 
Housing  for  the  Handicapped. 

A  mandatory  preference  is  being 
established  for  the  proposal  which 
indicates  the  most  rehabilitation  per 
unit.  Since  units  will  not  be  selected 
until  after  the  preliminary  feasibility 
analysis,  such  a  preference  should  be 
more  easily  administered.  Where  the 
PHA  has  proposed  and  HUD  approved 
the  concentration  of  the  Program  in  a 
neighborhood,  the  PHA  may  refuse  to 
accept  proposals  for  units  located  in 
other  neighborhoods.  Therefore, 
proposals  for  units  in  the  targeted 
nei^borhood  may  receive  preference 
over  all  other  proposals  regardless  of 
the  amount  of  rehabilitation  proposed.  If 
the  PHA  is  proposing  to  use  the  Program 
for  deconcentration,  the  PHA  need  not 
adhere  strictly  to  this  preference  if  the 
proposals  indicating  the  greatest  amount 
of  rehabilitation  are  for  units  located  in 
areas  of  minority  concentration. 

Numerous  comments  suggested  other 
preferences  be  mandated  in  the 
regulations:  however,  it  was  decided 
that  a  minimum  of  preferences  should  be 
required  and  that  the  PHA  be  given  the 
discretion  to  set  preferences  to  meet 
local  needs.  Some  of  the  preferences 
suggested  which  may  be  considered  by 
PHAs  include:  owners  proposing  to 
assist  less  than  40  percent  of  the  units  in 
a  building;  owners  proposing  to  provide 
barrier-free  housing  or  to  establish 
Independent  Group  Residences;  and 
owners  proposing  to  provide  units  for 
large  families. 

It  is  also  noted  in  the  paragraph  on 
selection  of  proposals  that  HUD  review 
of  the  site,  where  a  State  or  unit  of 
general  local  government  owns  the 
units,  should  be  requested  at  this  point. 

After  selection  of  proposals,  the  PHA 
must  notify  the  owners  of  their  selection 
and  the  tentative  number  of  units  to  be 
assisted.  After  determining  the  eligibility 
of  tenants  residing  in  these  units,  the 
PHA  must  adjust  the  number  of  units 
approved  to  exclude  any  unit(s) 
occupied  by  tenants  ineligible  to  receive 
housing  assistance  payments.' In 
response  to  several  comments,  we  are 
clarifying  the  policy  that  the  Agreement  * 
%vill  not  over  any  unitfs)  occupied  by 
tenants  not  eligible  to  receive  housing 
assistance  payments. 

The  paragraph  on  work  write-ups  is 
being  amended  to  specify  that  woi4(  not 
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nocessary  to  bring  the  unit(s)  up  to 
program  standards  may  not  be  included 
in  the  cost  estimate  upon  which  the 
rents  will  be  based.  While  the  owner 
may  accomplish  additional 
rehabilitation  at  this  time,  contract  rents 
may  include  only  that  amount  necessary 
to  repay  that  part  of  the  loan 
attributable  to  essentail  items. 

A  new  paragraph  on  selection  of 
contractors  is  being  added.  PHAs  may 
assist  owners  in  selecting  capable 
contractors  but  must,  at  a  minimum, 
provide  owners  with  a  list  of 
contractors,  including  minority 
contractors  and  require  that  these 
contractors  be  provided  an  opportunity 
to  submit  bids  or  proposals  for  the  work. 

The  comments  reflected  some 
confusion  as  to  whether  an  owner  could 
rehabilitate  only  a  portion  of  the  units  in 
a  building.  Some  suggested  that  this 
flexibility  be  allowed  in  order  to 
encourage  partially  subsidized  projects 
and  to  minimize  displacement  while 
others  suggested  that  to  rehabilitate 
only  a  portion  of  a  building  would 
adversely  a^ect  the  assisted  units.  The 
Department  recognizes  that  requiring  an 
owner  to  rehabilitate  every  unit  in  a 
building  to  meet  Program  standards 
(which  may  often  be  local  codes)  could 
be  flnancially  infeasible  unless  a  HAP 
Contract  is  executed  on  each  unit. 
However,  to  enter  into  a  HAP  Contract 
on  all  units  would  either  preclude 
occupancy  by  any  over  income  tenants 
or  commit,  but  not  use,  limited  housing 
assistance  funds  for  units  occupied  by 
tenants  who  can  afford  the  contract  rent 
after  completion  of  the  rehabilitation. 
Since  these  are  unacceptable 
alternatives,  it  has  been  determined  that 
partial  assistance  in  a  building  will  be 
allowed  in  the  Moderate  Rehabilitation 
Program  provided  that  the  unassisted 
units  do  not  adversely  affect  the 
assisted  units.  PHAs  will  nol  be 
required  to  inspect  each  unassisted  unit; 
however,  owners  will  be  required  to 
certify  prior. to  the  execution  of  a  HAP 
Contract  that  any  unassisted  units  in  the 
building  meet  the  Housing  Quality 
Standards  of  the  Section  8  Existing 
Housing  Program.  It  is  noted  that 
unassisted  units  need  not  meet  the 
higher  standards  of  the  Moderate 
Rehabilitation  Program  if  the  PHA 
proposes  to  use  local  codes  rather  than 
the  Housing  Quality  Standards  and,  in 
any  event,  this  requirement  is  not  a 
substantial  change  from  previous 
requirements  since  the  common  areas, 
building  systems  and  components  had  to 
meet  acceptable  standards  prior  to  the 
addition  of  this  new  requirement. 

There  were  also  several  suggestions 
that  the  PHA  be  required  to  inspect 


units  during  rehabilitation.  This 
requirement  was  in  the  proposed 
regulations  and  is  being  retained. 

23 —  Vacancies  at  Reht-up 

Several  comments  suggested  that  the 
owner  notify  the  PHA  in  all  cases  of  any 
potentially  vacant  units  60  days  prior  to 
completion  of  rehabilitation.  Since  the 
rehabilitation  work  under  this  program 
may  in  some  cases  take  less  than  60 
days  to  accomplish,  an  option  has  been^ 
retained  to  allow  notification  as  late  as 
when  the  Agreement  is  executed. 

24 —  Acceptance  of  Units 

Since  the  contract  rent  may  be  based 
upon  the  term  as  well  as  the  interest 
rate  of  the  rehabilitation  loan,  an  owner 
whose  total  rehabilitation  costs  as 
specifled  in  the  Agreement  are  less  than 
$15,000  and  who  wants  contract  rents 
based  upon  a  loan  term  of  less  than  15 
years  must  include  in  the  certification 
the  actual  term  of  the  loan.  Additionally, 
in  response  to  comments  the  section  has 
been  clarified  to  require  that  the  PHA 
review  and  accept  the  owners’ 
certifications  rather  than  verify  them. 

In  response  to  several  comments, 
particularly  from  State  and  regional 
agencies,  the  five  day  requirement  for 
PHAs  to  review  the  evidence  of 
completion  and  inspect  the  completed 
units  has  been  changed  to  10  days. 

Additionally,  since  the  contract  rents 
are  based  upon  the  owner’s  certification 
of  cost  and,  in  some  incidences,  loan 
terms,  the  Contract  may  not  be  executed 
until  the  owner  provides,  and  the  PHA 
accepts,  the  appropriate  certincation(s). 

25 —  Utility  Allowances 

It  was  also  suggested  that  utility 
allowances  be  established  for  each 
building  in  the  Program  as  is  done  in  the 
substantial  Rehabilitation  Program. 
However,  due  to  the  type  of  buildings 
expected  in  the  Moderate  Rehabilitation 
Program,  often  including  single  family 
and  small  multifamily  buildings,  it  has 
been  determined  that  an  overall  utility 
allowance  schedule  for  the  entire  PHA 
Program  is  appropriate.  To  take  into 
account  larger  buildings,  the  regulations 
have  been  amended  to  allow  the  PHA  to 
establish,  based  upon  one  year’s  actual 
consumption  data  after  rehabilitation,  a 
separate  utility  allowance  for  each 
building  in  which  20  or  more  units  are 
assisted. 

In  response  to  several  comments,  a 
provision  is  also  being  added  requiring 
that  adjustments  to  utility  allowances  be 
implemented  no  later  than  concurrently 
with  the  next  income  reexamination  or 
lease  renewal,  whichever  comes  first. 


26 —  Termination  of  Tenancy . 

Since  the  Moderate  Rehabilitation 
Program  is  a  project-based  program, 
many  commenters  pointed  out  that  a 
family  should  have  more  protection 
against  an  owner  terminating  its 
tenancy  and  jeopardizing  its  housing 
assistance.  The  eviction  section  is  thus 
being  revised  to  establish  the  tenant's 
right  to  occupany  and  to  allow  an  owner 
to  terminate  a  family’s  tenancy  only  for 
good  cause  and  in  accordance  with 
State  and  local  law.  The  owner  must 
notify  the  family  of  any  proposed 
termination,  stating  the  cause  for  the 
termination.  The  owner  must  also  notify 
the  PHA  of  any  proposed  termination 
and,  while  PHA  authorization  of 
eviction  is  not  required  in  the  final  rule, 
the  PHA  must  assure  that  the 
termination  is  being  performed  in 
accordance  with  the  procedures  of  this 
section. 

The  requirements  of  this  section, 
except  for  the  role  of  the  PHA.  are 
similar  to  those  being  considered  by  the 
Department  for  the  Section  8  New 
Construction  Program  (24  CFR  Part  880). 
The  Part  880  regulations  will  be 
published  for  comment,  and  based  upon 
the  comments  received  on  those 
regulations,  the  Moderate  Rehabilitation 
Program  regulations  may  be  amended 
since  the  Department  is  interested  in 
providing  as  much  uniformity  as 
possible  in  the  administration  of  its 
Section  8  programs. 

27 —  Failure  to  Lease  to  Eligible  Families 

A  number  of  commenters  expressed 
concern  that  owners  would  use  the 
Agreement  to  obtain  financing  for  the 
rehabilitation  of  their  units  and  then 
either  not  lease  the  units  to  eligible 
families  or  drop  out  of  the  program  once 
their  rehabilitation  loan  is  repaid.  Based 
on  these  comments  and  the 
Department’s  concern  that  the  program 
meet  both  its  objectives  of  rehabilitating 
housing  and  providing  housing 
assistance  to  lower-income  families,  the 
mandatory  contract  term  is  15  years 
(discussed  earlier  in  the  preamble)  and  a 
provision  has  been  added  which  states 
that  an  owner  who  fails  to  lease  vacant 
units  to  eligible  families,  in  addition  to 
other  remedies,  will  have  the  number  of 
units  under  HAP  Contract  reduced  and 
may  be  suspended  or  debarred  from 
future  participation  in  any  HUD 
program.  This  section  is  also  being 
revised,  since  the  owner  is  required  to 
fill  vacancies  from  the  PHA  waiting  list, 
to  state  that  the  owner  may  not  fill  any 
vacancy  with  ineligible  families  without 
violating  the  contract. 
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28 —  Family  Participation 

One  commenter  suggested  that  a 
family  should  not  continue  to  be 
assisted  if  it  vacates  its  unit  in  violation 
of  the  lease  and  causes  the  PHA  to  pay 
vacancy  payments.  This  suggestion  has 
been  included  in  Section  882.517(d). 

In  response  to  comments  suggesting 
clarification,  a  statement  is  being  added 
to  §  882.517(e)  indicating  that  an 
assisted  family  which  is  forced  to  move 
through  no  fault  of  its  own  will  not  be 
required  to  move  nor  will  assistance  be 
terminated  unless  the  family  rejects 
without  good  reason  the  offer  of 
acceptable  alternative  housing. 

Some  PHA's  suggested  that  it  may  be 
unworkable  to  require  that  a  family  be 
given  a  preference  for  a  Certificate  in 
the  PHA's  Existing  Housing  Program 
when  it  is  forced  to  move  due  to  a 
change  in  family  size  and  the  HAP 
Contract  cannot  be  cancelled.  The 
Department  has  determined  that 
providing  appropriate  assistance  to 
these  families  is  of  primary  importance 
and  thus  has  retained  this  requirement. 
Since  this  preference  is  a  regulatory 
requirement,  the  PHA  must  adopt  Uiis 
preference  notwithstanding  any  existing 
preference  in  order  to  participate  in  the 
Moderate  Rehabilitation  Program. 

Where  necessary,  the  PHA  will  have  to 
amend  its  Existing  Housing  Program 
administrative  plan  to  establish  such  a 
preference. 

PHA’s  also  expressed  concern  over 
the  means  for  the  conversion  of  a 
Moderate  Rehabilitation  unit  to  an 
Existing  Housing  unit  when  a  HAP 
Contract  is  cancelled.  A  provision  has 
been  added  to  clarify  that  the  units  will 
remain  under  the  Moderate 
Rehabilitation  ACC,  which  will  provide 
for  Existing  Housing  units,  in  order  that 
no  ACC  amendments  will  be  necessary. 
The  converted  unit  will  remain  in  the 
Moderate  Rehabilitation  project  and  will 
be  treated  for  reporting  and  flnancial 
purposes  as  a  Moderate  Rehabilitation 
unit. 

29 —  Maintenance,  Operation  and 
Inspections 

A  section  has  been  added  which 
states  the  owner’s  responsibility  to 
manage  and  maintain  the  assisted  units 
and  the  PHA’s  responsibility  for 
inspecting  and  monitoring  the  quality  of 
all  the  units  in  the  program.  'This  section 
provides  for  a  rent  reduction  where  the 
owner  does  not  provide  the  services 
agreed  to  under  the  Contract. 
Additionally,  if  the  unit  is  not 
maintained  in  a  decent,  safe,  and 
sanitary  condition,  the  PHA  may  abate 
housing  assistance  payments  to  the 


owner  and  may  cancel  the  HAP 
Contract. 

A  paragraph  has  also  been  added  to 
detail  HUD’s  rights  and  responsibilities 
if  the  PHA  which  is  administering  the 
HAP  Contract  is  also  managing  the  units 
for  the  owner.  Additional  HUD 
involvement  is  necessary  in  these 
circumstances  since  the  PHA  is  in  the 
position  of  supervising  and  evaluating 
its  own  activities. 

30 — Miscellaneous  Comments 

Several  suggestions  were  made  by 
commenters  which  were  not 
incorporated  into  the  regulations.  A 
summary  of  the  more  recurrent 
comments  and  the  rationale  for  their 
rejection  follows. 

a.  Several  commenters  suggested  that 
there  should  be  a  special  allocation  of 
Moderate  Rehabilitation  units  in  order 
not  to  reduce  the  number  of  Existing 
Housing  units  a  locality  will  receive. 
While  Moderate  Rehabilitation  will  be 
considered  part  of  the  Existing  Housing 
goal  in  FY 1979,  the  recently  revised 
FLAP  forms  contain  a  separate  goal  for 
Moderate  Rehabilitation.  Beginning  in 
FY  1980  Moderate  Rehabilitation  funds 
will  be  allocated  on  the  basis  of  a  HAP 
goal  for  the  Program  and  will  not 
directly  reduce  the  Existing  Housing 
allocation. 

b.  A  few  commenters  suggested  that 
owners  be  allowed  to  apply  directly  to 
the  HUD  fleld  office  for  assistance 
under  the  Moderate  Rehabilitation 
Program.  Since  PHA  involvement  is 
required  by  the  statute  and  since  the 
Department  does  not  want  to  establish 
competing  programs  in  the  same  market 
area,  this  option  was  not  included  in  the 
final  regulations. 

c.  'There  was  some  objection  to  the 
exclusion  of  PHA-owned  properties, 
HUD-held  properties,  mobile  homes,  and 
owner-occupied  units  from  the  program. 
PHA-owned  properties  are  excluded 
unless  another  PHA  administers  the 
Contract  on  the  units  due  to  the  inherent 
conflict  of  interest  involved  with  a  PHA 
establishing  its  own  rents  and 
monitoring  its  own  performance.  HUD- 
held  properties  were  excluded  since 
there  is  a  separate  program  for 
disposing  of  these  properties.  A 
variation  of  the  Moderate  Rehabilitation 
Program  will  be  proposed  shortly  to 
assist  in  the  disposal  of  HUD-held 
properties;  however,  that  program  will 
operate  under  separate  regulations  in 
another  Part.  It  has  been  determined 
that  as  in  the  Substantial  Rehabilitation 
Program,  mobile  homes  are 
inappropriate  for  assistance.  Owner- 
occupied  units  are  excluded  since  the 
statute  provides  for  only  rental 


assistance  under  the  Section  8  programs, 
the  exception  being  for  units  in  a  co¬ 
operative. 

NEPA 

^  * 

A  Finding  of  Inapplicability  respecting 
the  National  Environment  Policy  Act  of 
1969  has  been  made  in  accordance  with 
HUD  procedures.  A  copy  of  this  finding 
of  inapplicability  will  be  available  for 
public  inspection  during  regular 
business  hours  at  the  Offfce  of  the  Rules 
Docket  Cleric,  Office  of  the  General 
Counsel.  Room  5218.  Department  of 
Housing  and  Urban  Develc^ment  451 
Seventh  Street,  SW..  Washington,  D.C. 
20410. 

Accordingly.  24  CFR  Part  882  is 
revised  as  follows  by  adding  new 
Subparts  D  and  E: 

Subpart  D— Spacial  Procedures  for 
Hoderate  Rehabilitation— Basic  PoUdes 

Sec. 

882.401  Applicabibty,  scope,  and  purpose. 

882.402  DeHnitions. 

882.403  ACC  provisions. 

882.404  Term  of  housing  assistance 
payments  contract  and  lease. 

882.405  Housing  quality  standards. 

882.406  Financing. 

882.407  Relocation. 

682.408  Other  federal  requirements. 

882.409  Initial  contract  rents. 

882.410  Contract  rents  at  end  of 
rehabilitation  loan  term. 

882.411  Rent  adjustments. 

882.412  Establishment  of  income  limit 
schedules;  30  percent  occupancy  by  very 
low-income  families. 

882.413  Payments  for  vacancies. 

882.414  Subcontracting  of  owner  services. 

882.415  Responsibility  of  the  family. 

Subpart  E— Spacial  Procaduras  for 
Modarata  RahabNitation— Program 
Davalopmant  and  Oparation 

Sec. 

882.501  Distribution  of  funds. 

882.502  Invitations  for  moderate 
rehabilitation  program  applications. 

882.503  Submission  of  applications. 

882.504  Processing  of  applications. 

882.505  Annual  contributions  contract; 
schedule  of  rehabilitation  and  leasing. 

882.506  Obtaining  and  screening  proposals 
from  owners. 

882.507  Assistance  to  owners  and  selection 
of  units. 

882.506  Agreement  to  enter  into  housing 
assistance  payments  contract. 

882.500  Rehabilitation  period. 

882.510  Completion  of  rehabilitation. 

882.511  Execution  of  housing  assistance 
payments  contract. 

882.512  Overcrowded  and  under  occupied 

units.  ! 

882.513  Adjustment  of  allowance  for 
utilities  and  other  services. 

682.514  Termination  of  tenancy. 

882.515  Reduction  of  number  of  units 
covered  by  contract. 
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Sec. 

882.516  Public  notice  to  lower-incoine 
families:  waiting  list. 

882.517  Family  participation. 

882.518  Reexamination  of  family  income 
and  composition. 

662.519  Maintenance,  operation  and 
inspections. 

Subpart  D— Special  Procedures  for 
Moderate  RehabNltation—Basic 
Policies 

S  882.401  Applicability,  Scope  and 
Purpose. 

(a)  General.  This  Subpart  D  and 
Subpart  E  set  forth  the  policies  and 
procedures  for  requests  made  by  Public 
Housing  Agencies  (PHAs)  for  approval 
by  HUD  of  a  Moderate  Rehabilitation 
Program,  and  the  procedures  to  be  used 
by  PHAs  in  initiating  and  administering 
a  Moderate  Rehabilitation  Program.  The 
Moderate  Rehabilitation  Program  is 
designed  to  be  used  to  achieve  oqe  or 
more  of  the  following  objectives:  (1) 
freedom  of  housing  choice  and  spatial 
deconcentration  of  assisted  housing  into 
areas  outside  of  low  income  and 
minority  concentrations,  (2)  prevention 
of  displacement  of  Lower-Income 
Families  in  areas  undergoing  private 
rehabilitation,  and  (3)  neighborhood 
preservation  and  revitalization.  PHAs 
must  indicate  in  their  applications  which 
of  these  objectives  they  proposed  to 
promote  with  the  Program. 

(b)  Eligible  Applicants.  PHAs, 
including  State  Housing  Finance  and 
Development  Agencies  authorized  to 
participate  under  24  CFR  Part  883, 
eligible  to  participate  in  the  Program  are 
those  who  (1)  have  the  ability  to  operate 
a  rehabilitation  program,  or  (2)  will 
subcontract  with  a  qualified  agency  or 
entity,  or  (3)  will  develop  the  capability 
to  operate  a  rehabilitation  program,  all 
in  accordance  with  Section  882.503(a)(7), 

(c)  Eligible  and  Ineligible 
Properties.[‘\)  Except  as  provided  in 
paragraphs  (2)  through  (7)  of  this 
Section,  housing,  suitable  for  moderate 
rehabilitation  as  defined  in  §  882.402  is 
eligible  for  inclusion  under  the  Moderate 
Rehabilitation  Program.  Existing 
structures  of  various  types  may  be 
appropriate  for  this  Program  including 
single-family  houses,  multi-family 
structures  and  Independent  Group 
Residences.  (2)  Housing  (i)  which  is  or 
has  been  within  twelve  months  prior  to 
the  Owner’s  submittal  to  the  PHA  of  a 
proposal,  subsidized  under  any  federal 
housing  program,  except  housing 
assisted  under  Subparts  A  and  B  of  this 
Part  which  meets  the  Performance 
Criteria  of  the  Housing  Quality 
Standards  but  has  a  major  building 
system  or  component  in  danger  of 
failure  (provided  that  the  Existing 


Housing  Contract  is  terminated  before 
the  Moderate  Rehabilitation  Contract 
takes  effect),  or  (ii)  which  is  owned  by 
the  PHA  administering  the  ACC  under 
this  Program,  or  (iii)  which  is  a  project 
with  a  HUD-held  mortgage  or  is  a  HUD- 
owned  project  is  not  eligible  for 
assistance  under  this  Program.  (3) 
Nursing  homes,  units  within  the  grounds 
of  penal,  reformatory,  medical,  mental 
and  similar  public  or  private  institutions, 
and  facilities  providing  continual 
psychiatric,  medical  or  nursing  services 
are  not  eligible  for  assistance  under  the 
Moderate  Rehabilitation  Program.  (4) 
Housing  owned  by  a  State  or  unit  of 
general  local  government  is  not  eligible 
for  assistance  under  this  Program 
unless:  (i)  HUD  has  reviewed  and 
approved  the  site  prior  to  the  execution 
of  an  Agreement,  and  (ii)  the  State  or 
unit  of  a  general  local  government  sells 
the  property  to  another  Owner  prior  to 
execution  of  an  Agreement.  (5)  High  rise 
elevator  projects  for  Families  with 
children  may  not  be  utilized  unless  HUD 
determines  there  is  no  practical 
alternative.  (HUD  may  make  this 
determination  for  a  locality’s  Moderate 
Rehabilitation  Program  in  whole  or  in 
part  and  need  not  review  each  building 
on  a  case-by-OBse  basis.)  (6)  Mobile 
homes  may  not  be  utilized  in  this 
Program.  (7)  No  Section  8  assistance 
may  be  provided  with  respect  to  any 
unit  occupied  by  an  Owner,  however, 
cooperatives  will  be  considered  as 
rental  housing  for  purposes  of  this 
Program. 

(d)  Applicability  of  Subparts  A.  B,  C 
and  F.  Sections  882.102  (Definitions), 
882.109  (Housing  Quality  Standards), 
and  882.112  (Security  and  Utility 
Deposits)  of  Subpart  A  and  Sections 
882.201  (Allocations  of  Contract 
Authority  to  Field  Offices).  882.202 
(Determination  of  Number  and  Types  of 
Units  to  be  Assisted).  882.216 
(Inapplicability  of  Low-Rent  Public 
Housing  Model  Lease  and  Grievance 
Procedures),  and  882.217  (HUD  Review 
of  Contract  Compliance)  of  Subpart  B 
are  applicable  to  the  Moderate 
Rehabilitation  Program.  Other  sections 
which  have  been  modified  for  this 
Program  are  repeated  or  referenced  in 
Subparts  D  and  E  with  appropriate 
amendments.  Provisions  of  Subpart  C, 
Administration  of  Program  by  Contract 
Administrator  on  Behalf  of  HUD,  which 
was  issued  as  a  proposed  rule  on  April 
10, 1979,  may  apply  to  Subparts  D  and  E. 
Provisions  of  Subpart  F,  Special 
Provisions  for  Mobile  Home  Owners, 
when  published,  will  not  apply  to 
Subparts  D  and  E. 


S  882.402  Definitions. 

In  addition  to  the  definitions  set  forth 
in  S  882.102,  the  following  will  apply: 

Agreement  to  Enter  Into  Housing 
Assistance  Payments  Contract 
[‘‘Agreement’X  A  written  agreement 
between  the  Owner  and  the  PHA  that, 
upon  satisfactory  completion  of  the 
rehabilitation  in  accordance  with 
requirements  specified  in  the 
Agreement,  the  PHA  will  enter  into  a 
Housing  Assistance  Payments  Contract 
with  the  Owner. 

Eligible  Family  ["Family”).  A  family 
as  defined  in  §  882.102,  including  lower- 
income  single  persons  as  provided  in 
§  882.407(a). 

Moderate  Rehabilitation. 
Rehabilitation  involving  a  minimum 
expenditure  of  $1,000  for  a  unit, 
including  its  prorated  share  of  work  to 
be  accomplished  on  common  areas  or 
systems,  to: 

(a)  Upgrade  to  Decent,  Safe  and 
Sanitary  condition  to  comply  with  the 
Housing  Quality  Standards  or  other 
standards  approved  by  HUD,  from  a 
condition  below  those  standards 
(improvements  being  of  a  modest  nature 
and  other  than  routine  maintenance);  or 

(b)  Repair  or  replace  major  building 
systems  or  components  in  danger  of 
failure. 

Statement  of  Family  Responsibility. 
An  agreement,  in  the  form  prescribed  by 
HUD,  between  the  PHA  and  a  Family  to 
be  assisted  under  the  Program,  stating 
the  obligations  and  responsibilities  of 
the  two  parties. 

§  882.403  ACC  provisions. 

(a)  Single  ACC.  (1)  All  of  the 
Moderate  Rehabilitation  units 
administered  by  a  PHA  under  the 
Housing  Assistance  Payments  Program 
(except  where  the  mA’s  area  of 
operation  is  within  the  jurisdiction  of 
more  than  one  HUD  field  office)  will  be 
covered  by  and  administered  under  a 
single  ACC,  Part  I. 

(2)  All  Moderate  Rehabilitation  units 
for  which  contract  authority  is  reserved 
for  a  PHA  in  the  same  fiscal  year  will 
constitute  one  project  unless 
metropolitan  and  nonmetropolitan 
contract  authority  is  utilized,  in  which 
case  two  projects  will  be  established. 
Should  contract  authority  for  units  in 
two  or  more  applications  from  a  PHA  be 
reserved  in  the  same  fiscal  year,  the 
ACC  Part  I  will  be  amended  to  indicate 
a  single  project  utilizing  metropolitan  or 
nonmetropolitan  contract  authority  for 
that  fiscal  year  with  the  unit  count  and 
annual  contributions  commitment  for 
that  project(s)  being  the  total  for  all 
units  for  which  contract  authority  is 
reserved  during  the  ffscal  year. 
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(3)  The  ACC  term  for  each  project  will 
be  17  years. 

(b)  Maximum  Total  ACC 
Commitments.  The  maximum  total 
annual  contribution  will  be  established 
in  accordance  with  §  882.505(a].  The  fee 
for  the  regular  costs  of  PItA 
administration  and  the  HUD-approved 
preliminary  costs  will  be  payable  out  of 
this  total. 

(c)  Project  Account.  (1)  A  project 
account  will  be  established  and 
maintained  by  HUD  as  a  specifically 
identified  and  segregated  account  for 
each  project.  The  account  will  contain 
the  sum  of  the  amounts  by  which  the 
maximum  annual  commitment  exceeds 
the  amount  actually  paid  out  for  the 
project  under  the  ACC  each  year. 
Payments  will  be  made  from  this 
account  when  needed  to  cover  increases 
in  Contract  Rents  or  decreases  in  Gross 
Family  Contributions  for  (i)  housing 
assistance  (including  vacancy) 
payments,  (ii)  the  amount  of  the  fee  for 
PHA  costs  of  administration,  and  (iii) 
other  costs  speciftcally  approved  by  the 
Secretary. 

(2)  When  a  HUD-approved  estimate  of 
required  payments  under  the  ACC  for  a 
fiscal  year  exceeds  the  maximum  annual 
commitment,  and  would  cause  the 
amount  in  the  project  account  to  be  less 
than  40  percent  of  the  maximum.  HUD 
will,  within  a  reasonable  period  of  time, 
take  such  additional  steps  authorized  by 
Section  8(c)(6)  of  the  U.S.  Housing  Act 
of  1937.  as  may  be  necessary,  to  assure 
that  payments  under  the  ACC  will  be 
adequate  to  cover  increases  in  Contract 
Rents  and  decreases  in  Gross  Family 
Contributions. 

§  882.404  Term  Of  housing  asslstanco 
payments  contract  and  lease. 

(a)  Term  of  Housing  Assistance 
Payments  Contract.  The  Contract  for 
any  unit  rehabilitated  in  accordance 
with  the  Program  must  be  for  a  term  of 
15  years.  However,  the  Contract  term 
may  in  no  case  extend  beyond  the 
expiration  of  the  ACC  term  for  the 
applicable  project. 

(b)  Term  of  Lease.  The  term  of  the 
Lease  for  each  unit  must  be  for  not  less 
than  one  year.  The  Lease  may.  or  in  the 
case  of  a  lease  for  a  term  of  more  than 
one  year  must,  contain  a  provision 
permitting  termination  on  30  days’ 
advance  written  notice  by  the  Family. 

(c)  Renewals  of  Lease.  Any  renewal 
or  extension  of  the  Lease  term  for  any 
unit  must  in  no  case  extend  beyond  the 
remaining  term  of  the  Contract. 


§  882.405  Housing  quality  standards. 

In  addition  to  the  standards  set  forth 
in  Section  882.109,  the  following  will 
apply: 

(a)  Energy  Efficiency-Performance 
Requirement.  Caulking  and 
weatherstripping  are  required  as  energy 
conserving  improvements.  Other 
appropriate  energy  conserving 
improvements  such  as  insulation  and 
storm  windows  must  be  accomplished 
by  the  Owner  as  part  of  the 
rehabilitation  under  this  Program,  to  the 
extent  that  the  PHA  determines  these 
improvements  to  be  practicable,  cost 
effective  and  financially  feasible.  (See 

§  882.507(b).) 

(b)  Site  and  Neighborhood- 
Performance  Requirement.  In  addition 
to  meeting  the  standards  required  in 
Section  882.109(k).  the  site  must: 

(1)  Be  adequate  in  size,  exposure  and 
contour  to  accommodate  the  number 
and  type  of  units  proposed:  adequate 
utilities  and  streets  must  be  available  to 
service  the  site.  (The  existence  of  a 
private  disposal  system  and  private 
sanitary  water  supply  for  the  site, 
approved  in  accordance  with  local  law, 
may  be  considered  adequate  utilities.) 

(2)  Be  suitable  from  the  standpoint  of 
facilitating  and  furthering  full 
compliance  with  the  applicable 
provisions  of  Title  V!  of  the  Civil  Rights 
Act  of  1964,  Title  VIII  of  the  Civil  Ri^ts 
Act  of  1968,  Executive  Order  11063,  and 
HUD  regulations  issued  pursuant 
thereto. 

(3)  Promote  greater  choice  of  housing 
opportunities  and  avoid  undue 
concentration  of  assisted  persons  in 
areas  containing  a  high  proportion  of 
low-income  persons. 

(4)  Be  accessible  to  social, 
recreational,  educational,  commercial, 
and  health  facilities  and  services,  and 
other  municipal  facilities  and  services 
that  are  at  least  equivalent  to  those 
typically  found  in  neighborhoods 
consisting  largely  of  unassisted, 
standard  housing  of  similar  market 
rents. 

(5)  Be  so  located  that  travel  time  and 
cost  via  public  transportation  or  private 
automobile,  from  the  neighborhood  to 
places  of  emplo3rment  providing  a  range 
of  jobs  for  lower-income  workers,  is  not 
excessive.  (While  it  is  important  that 
housing  for  the  elderly  not  be  totally 
isolated  from  employment  opportunities, 
this  requirement  need  not  be  adhered  to 
rigidly  for  such  projects.) 

S  882.406  Financing. 

(a)  Types.  Any  type  of  public  or 
private  financing  may  be  utilized  with 
the  exception  of  the  rehabilitation  loan 


program  under  Section  312  of  the 
Housing  Act  of  1964. 

(b)  Use  of  Contract  as  Security  for 
Financing.  An  Owner  may  pledge,  or 
offer  as  security  for  any  loan  or 
obligation,  an  Agreement  or  Contract 
entered  into  pursuant  to  this  Program, 
provided  that  (1)  such  security  is  in 
connection  with  a  unit(s)  rehabilitated 
pursuant  to  this  Program  and  (2)  the 
terms  of  the  financing  or  any  refinancing 
must  be  approved  by  the  PHA  in 
accordance  with  standards  provided  by 
HUD.  Any  pledge  of  the  Agreement  or 
Contract,  or  payments  thereunder,  will 
be  limited  to  the  amounts  payable  under 
the  Contract  in  accordance  with  its 
terms. 

S  882.407  Relocation. 

(a)  GeneraL  (1)  Moderate 
Rehabilitation  will  involve  only  a 
limited  amount  of  work  on  dwelling 
units  which  can  usually  be 
accomplished  with  tenants  in  residence. 
Also,  an  Agreement  and  Contract  will 
not  be  entered  into  on  units  occupied  by 
families  not  eligible  for  housing 
assistance  payments  after  completion  of 
the  rehabilitation.  (Units  occupied  by 
lower-income  single  persons,  even  if  not 
elderly  or  handicapped  may  be  included 
because  under  24  CFR  Part  812  a  lower- 
income  person  is  eligible  if  displaced, 
and  the  occupant,  if  required  to  move, 
would  be  displaced  and  thus  eligible  for 
reoccupancy.)  Accordingly,  temporary 
relocation  or  permanent  displacement 
will  not  be  required  except  in  limited 
circumstances  (see  paragraph  (b)  of  this 
section). 

(2)  To  assure  minimal  displacement  (i) 
no  application  for  the  Program  will  be 
approved  which  proposes  PHA  selection 
of  proposals  where  permanent 
displacement  of  tenants  will  be 
necessary  unless  the  PHA  has  submitted 
and  HUD  has  approved  a  relocation 
strategy  in  accordance  with 
8  882.503(a)(ll)  and  paragraphs  (b)  ■ 
through  (h)  of  this  section,  and  (2)  an 
Owner  must  certify  in  the  proposal  that 
no  tenant  has  been  forced  to  move 
without  cause  in  the  twelve  month 
period  preceding  the  submittal  of  the  . 
proposal  to  the  PHA. 

(b)  Determination  of  Necessity  for 
Displacement  and  Notice  to  Tenants. 

The  provisions  of  this  paragraph  (b)  (1) 
and  (2)  apply  only  where  the  PHA  has 
an  approved  relocation  strategy  (see 
paragraph  (a)(2)(i)  of  this  section). 

(1)  The  PHA  must  determine,  in 
consultation  with  the  Owner,  as 
promptly  as  possible  after  notification  of 
selection  of  units  for  participation  in  the 
Program  (8  882.507(e)).  the  need  for  any 
tenant  in  a  building  proposed  for 
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rehabilitation  to  be  permanently 
displaced.  A  tenant  will  only  be 
displaced  if  there  will  not  be  sufficient 
suitable-sized  units  available  after 
rehabilitation.  The  determination  of 
suitable  size  will  be  made  in  accordance 
with  §  882.109(c]  and,  for  those  units  to 
be  included  in  the  Agreement,  in 
accordance  with  §  882.209(a)(2].  Unless 
a  tenant  is  determined  by  the  PHA  and 
Owner  to  be  displaced  based  on  these 
criteria  or  unless  the  Owner  evicts  the 
tenant  for  cause  and  in  accordance  with 
§  882.514,  the  tenant  will  be  allowed  to 
remain  in  or  return  to  the  unit  or  a 
suitable-sized  unit  in  the  building  or 
complex  after  rehabilitation. 

(2)  If  there  are  not  suitable  alternative 
units  meeting  the  requirements  of 
paragraph  (d)(1)  of  this  section  available 
for  any  tenant  who  will  be  displaced, 
the  PHA  may  not  enter  into  an 
Agreement  for  any  units  in  that  building. 

(3)  Not  later  than  30  days  after  the 
Owner  is  notified  of  selection  of  units 
for  participation  in  the  Program 

(§  882.507(e)),  each  tenant  occupying  a 
unit  in  a  building  in  which  units  will  be 
rehabilitated  under  the  Program  must  be 
issued  either  a  notice  stating  that  he/she 
will  be  displaced  or  a  notice  stating  the 
tenant's  right  to  remain  in  or  return  to 
the  current  unit  or  another  unit  in  the 
same  complex.  These  notices  must  be  in 
accordance  with  paragraphs  (c)  and  (d) 
and  issued  in  accordance  with 
paragraph  (e)  of  this  section. 

(c)  Tenants  Permitted  to  Continue  in 
Occupancy.  (1)  If  the  tenant  is  issued  a 
notice  in  accordance  with  paragraph 
(b)(3)  of  this  section  stating  the  tenant 
may  continue  in  occupancy,  the  notice 
must  state  the  following  tenant  rights: 

(i)  After  the  completion  of  the 
rehabilitation,  the  tenant  will  have  the 
right  to  lease  and  occupy  a  decent,  safe 
and  sanitary  dwelling  located  within  the 
same  building  or  complex. 

(ii)  During  the  period  between 
execution  of  the  Agreement  and 
execution  of  the  Contract,  the  tenant 
will  not  be  required  to  move  from  the 
dwelling  unit,  other  than  for  cause, 
unless  the  work  cannot  be  done  with  the 
tenant  in  residence.  If  any  such  move  is 
required,  (A)  not  more  than  one 
temporary  relocation  will  be  required, 

(B)  the  temporary  relocation  will  be  to  a 
decent,  safe  and  sanitary  dwelling  in  a 
location  that  is  not  generally  less 
desirable  with  respect  to  public  and 
commercial  facilities  and  the  occupant’s 
place  of  employment  than  the  location 
of  the  dwelling  to  be  rehabilitated,  (C) 
the  Owner  will  pay  the  actual 
reasonable  out-of-pocket  expenses, 
including  moving  costs  (see  paragraph 
(0)  and  any  increase  in  monthly  housing 


costs  (rent  and  utilities),  incurred  by  the 
tenant  in  connection  with  the  moves 
and/or  temporary  relocation,  and  (D) 
the  temporary  relocation  will  not  be  for 
more  than  six  months.  If  for  unforeseen 
reasons  the  rehabilitated  unit  is  not 
ready  for  occupancy  within  the  six 
months,  the  tenant  will  be  notified  of  the 
earliest  date  by  which  it  will  be  ready, 
and  the  tenant  in  that  case  will  have  the 
right  either  to  agree  to  wait  until  the 
extended  date  or  to  request  that  it  be 
treated  as  permanently  displaced  in 
accordance  with  paragraph  (d)  of  this 
section. 

(2)  If  the  tenant  is  a  Family  which  is 
eligible  to  receive  housing  assistance 
payments  the  notice  must  state,  in 
addition  to  the  provisions  specified  in 
paragraph  (c)(1)  of  this  section,  the 
following: 

(i)  The  Family  will  be  allowed  to 
occupy  that  unit  for  the  term  of  the 
Contract  unless  the  Family  is  e\icted  for 
cause  and  in  accordance  with  §  882.514 
or  is  required  to  move  for  other  good 
reason  such  as  changes  in  Family  size.  If 
the  Family  is  required  to  vacate  the 
dwelling  during  the  term  of  the  Contract 
for  any  reason  other  than  for  cause,  such 
as  a  change  in  Family  size,  the  PHA  will 
assure  that  the  Family  is  provided 
assistance  in  accordance  with 

§  882.517(e). 

(ii)  The  amount  of  rent  payable  by  the 
Family  will  be  determined  in 
accordance  with  24  CFR  Part  889; 
however,  the  Family  will  not  be  required 
to  pay  more  than  the  Gross  Rent  for  the 
unit  established  in  accordance  with 
Program  requirements. 

(d)  Tenants  Who  Are  to  be 
Permanently  Displaced.  The  provisions 
of  this  paragraph  (d)  apply  only  where 
the  PHA  has  an  approved  relocation 
strategy  (see  paragraph  (a)(2)(i)  of  this 
section).  If  the  tenant  is  issu^  a  notice 
in  accoitlance  with  paragraph  (bK3)  of 
this  section  stating  t}>at  the  tenant  will 
be  displaced,  that  notice  must  state  the 
tenant’s  rights  as  specified  in  this 
paragraph. 

(1)  The  tenant  will  not  be  required  to 
move  until  after  being  given  a 
reasonable  choice  of  opportunities  to 
relocate  to  an  affordable  decent,  safe 
and  sanitary  dwelling  unit  meeting  the 
standards  of  Section  882.109,  which  is  in 
a  location  that  is  not  generally  less 
desirable,  with  respect  to  public  and 
conunercial  facilities  and  the  occupant’s 
place  of  employment  than  the  location 
of  the  dwelling  to  be  rehabilitated.  If  the 
tenant  is  a  minority  or  lower-income 
family,  it  must  be  given  reasonable 
opportunities  to  relocate  to  a  decent, 
safe  and  sanitary  dwelling  that  is  not 
located  in  an  area  of  low-income  and/or 


minority  concentration  if  such 
opportunities  are  available. 

(2)  The  PHA’s  obligation  under 
paragraph  (d)(1)  may  be  met  for  Lower- 
Income  Families  by  offering  publicly- 
owned  housing  or  privately-owned 
housing  that  is  assisted  under  the 
Section  8  program  or  other  housing 
subsidy  for  which  the  tenant  is  eligible. 

(i)  If  the  PHA  determines,  at  its  sole 
option,  that  relocation  to  privately- 
owned  unsubsidized  housing  is 
appropriate  for  a  Family  eligible  to 
receive  housing  assistance  payments 
under  the  Moderate  Rehabilitation 
Program,  the  PHA  must  make  a  lump 
sum  payment  to  the  Family  equal  to  48 
times  the  amount,  if  any.  necessary  to 
reduce  the  monthly  housing  cost  (rent 
and  utilities)  for  a  suitable  decent,  safe 
and  sanitary  replacement  dwelling  to  25 
percent  of  the  monthly  gross  income  of 
all  adult  members  of  the  Family's 
household. 

(ii)  To  be  eligible  for  this  payment  the 
Family  must  lease  and  occupy  a  decent, 
safe  and  sanitary  dwelling  unit  within 
one  year  after  the  displacement. 

(Hi)  The  lump  sum  payment  will  be- 
computed  as  follows.  First,  twenty-five 
percent  of  the  Family’s  monthly  gross 
income  will  be  subtracted  from  the 
lesser  of  (A)  the  monthly  housing  cost  of 
a  decent,  safe  and  sanitary  replacement 
dwelling  meeting  the  standards  of 
§  882.109,  or  (B)  the  monthly  housing 
cost  of  a  decent,  safe  and  sanitary 
replacement  unit  actually  occupied  by 
the  displaced  tenant.  Second,  the 
remaining  amount  will  be  multiplied  by 
48. 

(3)  The  tenant  will  be  provided 
appropriate  advisory  services  including: 

(i)  ^plaining  the  tenant’s  rights  and 
responsibilities  (see  §  882.517(c)); 

(ii)  Providing  current  and  continuing 
information  on  Uie  availability  and 
rental  costs  of  replacement  units  which 
are  decent  safe  and  sanitary; 

(Hi)  Ensuring  that  the  relocation 
process  does  not  result  in  different  or 
separate  treatment  on  account  of  race, 
color,  religion,  national  origin,  sex  or 
source  of  income; 

(iv)  Assuring  that  during  the  period 
between  execution  of  the  Agreement 
and  displacement,  the  unit  occupied  by 
the  tenant  is  maintained  in  a  safe  and 
habitable  condition;  and 

(v)  Minimizing  hardships  to  persons  in 
adjusting  to  relocation. 

(4)  The  tenant  will  be  reimbursed  for 
moving  expenses.  The  tenant  may  elect 
to  receive  a  fixed  payment  for  moving 
expenses  which  will  consist  of  a  moving 
expense  allowance  not  to  exceed  $300 
(determined  in  accordance  with  the 
applicable  approved  Federal  Highway 
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Administration  schedule  (49  CFR 
25.153))  and  a  dislocation  allowance  of 
$200,  or  the  tenant  may  elect  to  be 
reimbursed  for  actual  reasonable 
expenses  for  the  items  listed  in 
paragraph  (f)  of  this  section. 

(e)  Manner  of  Notices.  Any  notice 
which  is  required  under  this  section 
must  be  personally  served,  receipt 
documented,  or  sent  by  certified  or 
registered  first-class  mail,  return  receipt 
requested.  Each  notice  must  be  written 
in  plain  understandable  language. 
Recipients  who  are  unable  to  read  and 
understand  the  notice  must  be  provided 
with  appropriate  explanation  and 
counseling.  Each  notice  must  indicate 
the  name  and  telephone  number  of  a 
person  who  may  be  contacted  for 
answers  to  questions  or  other  needed 
help. 

(f)  Moving  Expenses.  Reasonable 
moving  expenses  in  connection  with 
temporary  relocation  or  permanent 
displacement  of  tenants  include: 

(1)  Transportation  of  the  tenant  and 
personal  property  from  the  unit  to  be 
rehabilitated  to  the  replacement  unit 
and  return  to  the  rehabilitated  unit,  if 
applicable.  Transportation  costs  for  a 
distance  beyond  50  miles  are -not  eligible 
unless  the  PHA  determines  that 
relocation  beyond  50  miles  is  justified; 

(ii)  Packing,  crating,  unpacking  and 
uncrating  of  the  personal  property; 

(iii)  Disconnecting,  dismantling, 
removing,  reassembling  and  reinstalling 
relocated  household  appliances  and 
other  personal  property: 

(iv)  Storage  of  the  personal  property 
as  the  PHA  determines  to  be  necessary; 

(v)  Insurance  of  the  personal  property 
in  connection  with  the  move  and 
necessary  storage;  and 

(vi)  Other  moving-related  expenses  as 
the  PHA  may  determine  to  be 
reasonable  and  necessary. 

(g)  Responsibility  for  Relocation 
Payments  and  Assistance.  (1)  The  PHA 
will  have  the  administrative 
responsibility  for  assuring  that 
appropriate  relocation  payments  are 
made  to  displaced  or  temporarily 
relocated  tenants  and  will  be  directly 
responsible  for  providing  all  services 
specified  in  this  section.  Advisory 
services  provided  by  the  PHA  to  tenants 
temporarily  relocated  are  eligible  costs 
to  be  reimbursed  from  the  preliminary 
administrative  funds. 

(2)  The  provision  and  funding  of 
payments  on  account  of  temporary 
relocation  of  tenants  will  be  the 
responsibility  of  the  Owner.  The 
Contract  Rent  computation,  as  specified 
in  H  882.409,  may  at  the  Owner's  option 
include  relocation  costs  for  those  units 
to  be  a.ssisled  under  the  Program: 


however,  the  Owner  must  make 
appropriate  relocation  payments  to  any 
tenant  temporarily  relocated,  regardless 
of  income  or  whether  the  tenant  will 
occupy  a  unit  which  is  under  the 
Agreement.  No  Owner  will  be  selected 
for  participation  in  the  Program  unless 
the  Owner  agrees,  in  the  proposal,  to 
assume  this  responsibility. 

(3)  Services  to  tenants  permanently 
displaced  will  not  be  considered  eligible 
costs  for  reimbursement  under  the 
Moderate  Rehabilitation  or  any  other 
HUD  assisted  housing  programs'.  Unless 
an  entity,  such  as  the  local  government, 
agrees  in  writing  to  assume 
responsibility  for  providing  funds  for 
relocation  payments  and  services 
associated  with  permanent 
displacement  from  other  sources  or 
unless  the  PHA  demonstrates  that  it  has 
funds  available  from  other  than  HUD- 
assisted  housing  programs,  an 
application  for  Moderate  Rehabilitation 
from  a  PHA  which  proposes  to  allow 
permanent  displacement  of  tenants  will 
not  be  approved. 

(h)  Appeal  Procedures.  A  tenant  who 
believes  he/she  has  not  received  the 
proper  relocation  payments  or 
opportunities  to  relocate  to  decent,  safe 
and  sanitary  housing  to  which  the 
tenant  is  entitled  under  this  section  may 
appeal  to  the  mA.  The  tenant  is 
entitled  to  an  informal  hearing  as  if  the 
tenant  were  determined  ineligible  for 
the  Program  ($  882.517(g)).  Should  the 
tenant  not  be  satisfied  with  the  PHA's 
disposition  of  the  matter,  the  tenant  may 
appeal  to  the  HUD  field  office. 

(i)  Applicability  of  Uniform  Act.  The 
relocation  requirements  of  the  Uniform 
Relocation  Assistance  and  Real 
Property  Acquisition'Policies  Act  of  1970 
(Uniform  Act)  and  HUD  implementing 
regulations  at  24  CFR  Part  42  apply  only 
to  the  displacement  of  any  person 
(owner  or  tenant)  that  results  from  the 
acquisition  of  real  property  for  a  project 
assisted  under  this  Program  if  the 
acquisition  is  by  a  PHA  or  other  State 
agency  (defined  at  24  CFR  42.85).  When 
the  Uniform  Act  is  applicable,  the 
provisions  of  this  section  do  not  apply, 
except  for  paragraphs  (a)  and  (g). 

§  882.408  Other  Federal  requirements. 

(a)  Participation  in  this  Program 
requires  compliance  with  the  Equal 
Opportunity  requirements  specified  in 
§  882.111. 

(b)  Additionally,  in  selecting  among 
proposals  the  PHA  must  take  into 
consideration  compliance  with  the 
following: 

(1)  Executive  Order  11988,  Floodplains 
Management; 


(2)  Executive  Order  11990,  Protection 
of  Wetlands; 

(3)  National  Historic  Preservation  Act 
(Pub.  L.  89-^): 

(4)  Archeological  and  Historic 
Preservation  Act  of  1974;  and 

(5)  Executive  Order  11593  on 
Protection  and  Enhancement  of  the 
Cultural  Environment. 

If  the  PHA  proposes  to  select  a 
building  which  is  on  or  eligible  for  the 
National  Register  of  Historic  Places,  the 
niA  must  contact  the  HUD  field  office 
prior  to  approval  to  assure  compliance 
with  paragraphs  (b)  (3),  (4),  and  (5)  of 
this  section. 

(c)  The  PHA  and  Owner  must  agree  to 
comply  with  the  requirements  of  the 
following,  where  applicable: 

(1)  Clean  Air  Act  and  Federal  Water 
Pollution  Control  Act; 

(2)  Flood  Disaster  Protection  Act  of 
1973; 

(3)  Section  504  of  the  Rehabilitation 
Act  of  1973  (as  implemented  in  24  CFR 
Part  8), 

(4)  ^ecutive  Order  11246,  Equal 
Employment  Opportunity  (for  all 
construction  contracts  of  over  $10,000); 

(5)  Executive  Order  11625.  Prescribing 
Additional  Arrangements  for 
Developing  and  Coordinating  a  National 
Program  for  Minority  Business 
Enterprise;  and 

(6)  Labor  Standards  Provisions 
contained  in  the  following  acts  (for 
Agreements  covering  9  or  more  assisted 
units): 

(i)  Davis-Bacon  Act; 

(ii)  Contract  Work  Hours  and  Safety 
Standards  Act; 

(iii)  Copeland  Anti-Kickback  Act;  and 

(iv)  National  Apprenticeship  Act. 

§  882.409  Initial  contract  rents. 

(a)  Fair  Market  Rent  Limitation.  The 
initial  Cross  Rent  for  any  Moderate 
Rehabilitation  unit  specified  in  the 
Agreement  ($  882.50^a)(3))  must  not 
exceed  the  Moderate  Rehabilitation  Fair 
Market  Rent  applicable  to  the  unit  on 
the  date  that  the  Agreement  is  executed 
except  by  up  to  10  percent  as  provided 
in  paragraph  (b)  of  this  section. 
Additionally,  as  provided  in  paragraph 

(d)  of  this  section,  changes  may  be  made 
in  the  Contract  Rent  subsequent  to  the 
signing  of  the  Agreement  which  result  in 
Gross  Rents  which  exceed  the  Moderate 
Rehabilitation  Fair  Market  Rent  by  up  to 
20  percent.  The  Fair  Maricet  Rent 
Schedule  for  Moderate  Rehabilitation 
will  be  120  percent  of  the  Existing 
Housing  Fair  Market  Rent  Schedule. 

(b)  Exception  Rents.  The  PHA  may 
approve  initial  Gross  Rents  which 
exceed  the  applicable  Moderate 
Rehabilitation  Fair  Market  Rents  by  up 
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to  10  percent  in  the  following 
circumstances: 

(1)  For  all  units  of  a  given  size  or  type 
in  specified  areas  where  HUD  has 
determined  that  median  rents  for 
standard  units  of  that  size  or  type  in  the 
area  are  from  10  to  20  percent  higher 
than  the  Existing  Housing  Fair  Market 
Rents.  Such  a  determination  by  HUD 
may  be  made  on  a  case-by-case  basis  or 
by  area  upon  receipt  from  the  PHA  of 
documentation  demonstrating  the 
necessity  for  exception  rents  in  the  area. 

(2)  On  a  case-by-case  basis,  where  the 
PHA  has  made  a  written  determination 
that  the  higher  Gross  Rent  is  necessary 

(i)  to  meet  the  needs  of  families  needing 
four  or  more  bedrooms,  or  (ii)  to  provide 
the  physical  modifications  to  a  unit  and/ 
or  structure  which  are  necessary  to  meet 
the  needs  of  the  handicapped  or 
disabled. 

(c)  Determination  of  Initial  Contract 
Rents.  (1)  The  PHA  must  establish  a 
base  rent  for  each  unit.  This  base  rent 
will  be  the  average  rent  charged  for  the 
unit  during  the  18  months  preceding  the 
date  the  Owner  submitted  the  proposal 
to  the  PHA  plus  an  adjustment  not  to 
exceed  the  amount  obtained  by 
application  of  the  appropriate  annual 
adjustment  factor  established  by  HUD 
(sec  §  882.411(a)(1)).  However,  the 
Owner  may  request  a  higher  base  rent 
on  the  ground  that  the  base  rent  is 
insufficient  to  allow  for  adequate 
management  and  maintenance  of  the 
unit.  The  PHA  may  approve  a  higher 
base'  rent  established  by  determining  the 
estimated  costs  to  the  Owner  of  owning, 
managing  and  maintaining  the 
rehabilitated  unit.  This  higher  base  rent 
will  be  calculated  using  a  HUD 
prescribed  formula. 

(2)  In  addition  the  PHA  must 
determine  the  monthly  per  unit  cost  to 
the  Owner  of  repaying  a  rehabilitation 
loan  to  finance  the  cost  of  the 
rehabilitation  specified  in  the 
Agreement  and  the  cost  of  any 
neepssary  temporary  relocation 
payments  to  be  made  by  the  Owner  to 
Families  to  be  assisted  under  the 
Piogram.  In  making  this  calculation,  the 
PHA  must  use  the  interest  rate  at  which 
the  Owner  proposes  to  obtain  his 
rehabilitation  loan  (the  HUD-FHA 
maximum  interest  rate  for  multifamily 
housing  plus  Vz  percent  Mortgage 
Insurance  Premium  will  be  used  where 
the  Owner  does  not  obtain  a  loan)  and  a 
loan  period  as  follows: 

(i)  A  15-year  term  if  the  total  amount 
of  rehabilitation  established  in  the 
feasibility  analysis  (Section  882.507(h)) 
equals  or  exceeds  $15,000. 

(ii)  The  actual  term  of  the 
rehabilitation  loan  obtained  by  the 


Owner  if  the  total  amount  of 
rehabilitation  established  in  the 
feasibility  analysis  is  less  than  $15,000. 

(iii)  A  15-year  term  if  the  Owner  does 
not  obtain  a  loan  to  finance  all  or  part  of 
the  rehabilitation. 

(3)  The  initial  Contract  Rent  for  the 
unit  must  be  the  lesser  of  (i)  the  base 
rent  as  established  in  paragraph  (c)(1)  of 
this  section  plus  the  monthly  cost  of 
amortization  of  a  rehabilitation  loan  as 
established  in  paragraph  (C)(2),  or  (ii) 
the  Moderate  Rehabilitation  Fair  Market 
Rent  or  exception  rent  for  that  unit  size 
(see  parargraphs  (a)  and  (b)  of  this 
section),  minus  any  applicable 
Allowance  for  Utilities  and  Other 
Services  attributable  to  the  unit. 

(d)  Changes  in  Initial  Contract  Rents 
during  Rehabilitation.  (1)  The  Contract 
Rents  established  pursuant  to  paragraph 

(c)  will  be  the  Contract  Rents  on  the 
effective  date  of  the  Contract  exept 
under  the  following  circumstances: 

(i)  When,  during  rehabilitation,  work 
items  are  discovered  which  (A)  could 
not  reasonably  have  been  anticipated  or 
are  necessitated  by  a  change  in  local 
codes  or  ordinances,  and  (B)  were  not 
listed  in  the  work  write-up  prepared  or 
approved  by  the  PHA,  and  (C)  will 
require  additional  expenditures  which 
would  make  the  rehabilitation  infeasible 
at  the  Contract  Rents  established  in  the 
Agreement.  Under  these  circumstances, 
the  PHA  will: 

(A)  Approve  a  change  order  to  the 
rehabilitation  contract,  or  amend  the 
work  write-up  if  there  is  no 
rehabilitation  contract,  specifying  the 
additional  work  to  be  accomplished  and 
the  additional  cost  for  this  work, 

(B)  Recompute  the  Contract  Rents, 
within  the  limits  specified  in  paragraph 

(d) (4]  of  this  section,  based  upon  the 
revised  cost  estimate,  and 

(C)  Prepare  and  execute  an 
amendment  to  the  Agreement  stating  the 
additional  work  required  and  the 
revised  Contract  Rents. 

(ii)  When  the  actual  cost  of  the 
rehabilitation  performed  is  less  than 
that  estimated  in  the  calculation  of 
Contract  Rents  for  the  Agreement. 

(iii)  When  the  actual  interest  rate  or 
term  (if  the  total  cost  of  the  work 
established  in  the  feasibility  analysis  is 
less  than  $15,000)  of  the  rehabilitation 
loan  differs  from  that  anticipated  in  the 
calculation  of  Contract  Rents  for  the 
Agreement. 

(iv)  When  the  actual  relocation 
payments  made  by  the  Owner  to 
temporarily  relocated  Families  varies 
from  the  cost  estimated  in  the 
calculation  of  Contract  Rents  for  the 
Agreement. 


(2)  Should  changes  occur  as  specified 
in  paragraph  (d)(1)  (ii),  (iii)  or  (iv)  (either 
an  increase  or  decrease),  the  PHA  will  , . 
recalculate  the  Contract  Rents  in 
accordance  with  paragraph  (c)  of  this 
section  and  amend  the  Contract  or 
Agreement,  as  appropriate,  to  reflect  the 
revised  rents. 

(3)  The  PHA  must  review  and  approve 
the  Owner's  certification  that  the 
rehabilitation  costs,  temporary 
relocation  costs,  interest  rate  and  term 
(if  the  total  cost  of  the  work  to  be 
performed  under  the  Agreement  is  less 
than  $15,000)  on  which  the  Contract 
Rents  are  based  are  the  actual  costs 
incurred,  interest  rate  and  loan  term 
(where  applicable).  (See  §  882.510(c).) 

(4)  In  establishing  the  ‘revised 
Contract  Rents,  the  PHA  must  determine 
that  the  resulting  Gross  Rents  do  not 
exceed  the  Moderate  Rehabilitation  Fair 
Market  Rent  or  the  exception  rent  under 
paragraph  (b)  of  this  section,  in  effect  at 
the  time  of  execution  of  the  Agreement. 
The  Fair  Market  Rent  or  exception  rent, 
as  appropriate,  may  only  be  exceeded 
when  the  PHA  determines  in  its 
calculations  specified  in  paragraph 
(d)(l)(i)  of  this  section  that  it  will  be 
necessary  for  the  re\nsed  Gross  Rent  to 
exceed  the  Moderate  Rehabilitation  Fair 
Market  Rent  or  exception  rent.  Should 
this  determination  be  made,  the  PHA 
may  not  execute  a  revised  Agreement 
until  it  receives  HUD  field  ofHce 
approval  of  such  an  exception.  The  HUD 
field  office  may  approve  revised  Gross 
Rents  which  exceed  the  Fair  Market 
Rents  by  up  to  20  percent  for  reasons 
specified  in  paragraph  (d)(l)(i)  of  this 
section  upon  proper  justiHcation  by  the 
PHA  of  the  necessity  for  the  increase. 

9  882.410  Contract  rents  at  the  end  of 
rehabilitation  loan  term. 

For  a  Contract  where  the  Owner 
accomplished  less  than  $15,000  of 
rehabilitation  and  the  initial  Contract 
Rent  was  based  upon  a  loan  term 
shorter  than  15  years,  the  Contract  must 
provide  for  reduction  of  the  Contract 
Rent  effective  with  the  rent  for  the 
month  following  the  end  of  the  term  of 
the  rehabilitation  loan.  The  amount  of 
the  reduction  will  be  the  monthly  cost  of 
amortization  of  the  rehabilitation  loan. 
This  reduction  should  result  in  a  new 
Contract  Rent  equal  to  the  base  rent 
established  pursuant  to  f  882.409(c)(1) 
plus  ail  subsequent  adjustments. 

9  M2.41 1  Rent  adjustments. 

(a)  Annual  and  Special  Adjustments. 
Contracts  Rents  will  be  adjusted  as 
provided  in  paragraphs  (a)  (1)  and  (2)  of 
this  section  upon  submittal  to  the  PHA 
by  the  Owner  of  a  revised  schedule  of 
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Contract  Rents,  provided  that  the  unit  is 
in  decent,  safe,  and  sanitary  condition 
and  that  the  Owner  is  otherwise  in 
compliance  with  the  terms  of  the  Lease 
and  Contract.  Subject  to  the  foregoing, 
adjustments  of  Contract  Rents  will  be  as 
follows: 

(1)  The  Annual  Adjustment  Factors 
which  are  published  annually  by  HUD 
(see  Schedule  C,  24  CFR  Part  888)  will 
be  utilized.  On  or  after  each  anniversary 
date  of  the  Contract,  the  Contract  Rents 
may  be  adjusted  effective  with  the 
month  following  the  submittal  by  the 
Owner  of  a  revised  schedule  of  Contract 
Rents  which  may  be  no  higher  than 
Rents  established  by  applying  the 
applicable  Annual  Adjustment  Factor 
most  recently  published  by  HUD  to  (1) 
the  Contract  Rent  minus  the  monthly 
amortization  amount  of  the 
rehabilitation  loan,  or  (2)  the  Contract 
Rent  established  pursuant  to  §  882.410  at 
the  end  of  the  rehabilitation  loan  term. 
These  increased  Contract  Rents  must 
then  be  examined  in  accordance  with 
paragraph  (b)  of  this  section  and  may  be 
adjusted  accordingly.  Contract  Rents 
may  be  adjusted  upward  or  downward, 
as  may  be  appropriate;  however,  in  no 
case  may  the  adjusted  rents  be  less  than 
the  Contract  Rents  on  the  effective  date 
of  the  Contract  except  as  provided  in 

§  882.410. 

(2)  A  special  adjustment,  subject  to 
HUD  approval,  to  reflect  increases  in 
the  actual  and  necessary  expenses  of 
owning  and  maintaining  the  unit  which 
have  resulted  from  substantial  general 
increases  in  real  property  taxes,  utility 
rates,  assessments  and  utilities  not 
covered  by  regulated  rates,  may  be 
recommended  by  the  PHA  for  approval 
by  HUD  but  only  if  and  to  the  extent 
that  the  Owner  clearly  demonstrates 
that  these  general  increases  have 
caused  increases  in  the  Owner's 
operating  costs  which  are  not 
adequately  compensated  for  by  annual 
adjustments.  The  Owner  must  submit 
financial  information  to  the -PHA  v\diich 
clearly  supports  the  increase.  For 
Contracts  of  more  than  twenty  units,  the 
Owner  must  submit  audited  financial 
information. 

(b)  Overall  Limitation. 
Notwithstanding  any  other  provisions  of 
this  part,  adjustments  as  provided  in 
this  section  must  not  result  in  material 
differences  between  the  rents  charged 
for  assisted  and  comparable  unassisted 
units,  as  determined  by  the  PHA  (and 
approved  by  HUD  in  the  case  of 
adjustments  under  paragraph  (a)(2)). 
However,  unless  the  rents  have  been 
adjusted  in  accordance  with  §  882.410, 
this  limitation  should  not  be  construed 
to  prohibit  differences  in  rents  between 


assisted  and  comparable  unassisted 
units  to  the  extent  that  differences 
existed  with  respect  to  the  initial 
Contract  Rents. 

§  882.412  Establishment  of  income  limit 
schedules;  30  percent  occupancy  by  very 
low-income  famines. 

(a)  Income  Limit  Schedules.  Income 
Limit  Schedules  for  Moderate 
Rehabilitaion  will  be  the  same  as  those 
established  pursuant  to  §  882.113(a). 

(b)  Occupancy  by  Very  Low-Income 
Families.  (1)  Owners  in  the  Moderate 
Rehabilitation  Program  will  be  required 
under  the  Contract  to  lease,  to  the 
maximum  extent  feasible,  at  least  30 
percent  of  the  units  under  Contract  to 
Very  Low-Income  Families. 

(2)  The  PHA  must  administer  its 
Moderate  Rehabilitation  Program  and 
Existing  Housing  Program  under  this 
Part  so  that  at  least  30  percent  of  the 
Families  assisted  by  the  PHA  under 
these  Programs  are  Very  Low-Income 
Families.  To  this  end  the  PHA  may  refer 
Very  Low-Income  Families  to  other 
Owners  rehabilitating  vacant  units 
under  the  Moderate  Rehabilitation 
Program  or  provide  assistance  to  such 
Families  through  its  Existing  Housing 
Program. 

§  882.413  Payments  for  Vacancies. 

(a)  Vacancies  from  Execution  of 
Contract  to  Initial  Occupancy.  If  a 
Contract  unit  which  has  been 
rehabilitated  in  accordance  with  this 
Program  is  not  leased  within  15  days  of 
the  effective  date  of  the  Contract,  the 
Owner  will  be  entitled  to  housing 
assistance  payments  in  the  amount  of  80 
percent  of  the  Contract  Rent  for  the  unit 
for  a  vacancy  period  not  exceeding  60 
days  from  the  effective  date  of  the 
Contract,  provided  that  the  Owner  (1) 
has  complied  with  §  882.509  (d)  and  (e) 
(2);  (2)  has  taken  and  continues  to  take 
all  feasible  actions  to  fill  the  vacancy: 
and  (3)  has  not  rejected  any  eligible 
applicant  except  for  good  cause 
acceptable  to  the  PHA. 

(b)  Vacancies  after  Initial  Occupancy. 
(1)  If  an  Eligible  Family  vacates  its  unit 
(other  than  as  a  result  of  action  by  the 
Owner  which  is  in  violation  of  the  Lease 
or  the  Contract  or  any  applicable  law), 
the  Owner  may  receive  the  housing 
assistance  payments  due  under  the 
Contract  for  so  much  of  the  month  in 
which  the  Family  vacates  the  unit  as  the 
unit  remains  vacant.  Should  the  unit 
continue  to  remain  vacant  the  Owner 
may  receive  from  the  PHA  a  housing 
assistance  payment  in  the  amount  of  80 
percent  of  the  Contract  Rent  for  a 
vacancy  period  not  exceeding  an 
additional  month.  However,  if  the 


Owner  collects  any  of  the  Family's 
share  of  the  rent  for  this  period,  the 
payment  must  be  reduced  to  an  amount 
which,  when  added  to  the  Family's 
payments,  does  not  exceed  80  percent  of 
the  Contract  Rent.  Any  such  excess 
must  be  reimbursed  by  the  Owner  to  the 
PHA.  The  Owner  will  not  be  entitled  to 
any  payment  under  this  paragraph  (b)(1) 
unless  the  Owner,  (i)  immediately  upon 
learning  of  the  vacancy,  has  notified  the 
PHA  of  the  vacancy  or  prospective 
vacancy,  and  (ii)  has  taken  and 
continues  to  take  all  feasible  actions 
specified  in  paragraphs  (a)(2)  and  (3)  of 
this  section.  (2)  If  the  Owner  evicts  an 
Eligible  Family,  the  Owner  will  not  be 
entitled  to  any  payment  under  - 
paragraph  (b)(1)  of  this  section  unless 
the  PHA  determines  that  the  Owner 
complied  with  all  requirements  of 
§  882.514,  the  Contract,  and  all 
applicable  State  and  local  laws. 

(c)  Prohibition  of  Double 
Compensation  for  Vacancies.  The 
Owner  will  not  be  entitled  to  housing 
assistance  payments  with  respect  to 
vacant  units  under  this  section  if  the 
Owner  is  entitled  to  pajmients  from 
other  sources  (for  example,  payments 
for  losses  of  rental  income  incurred  for 
holding  units  vacant  for  relocatees 
pursuant  to  Title  I  of  the  HCD  Act  of 
1974  or  payments  for  unpaid  rent  under 
§  882.112  (Security  and  Utility 
Deposits)). 

§  882.414  Subcontracting  of  owner 
services. 

(a)  General.  Any  Owner  may  contract 
with  any  private  or  public  entity  to 

"perform  for  a  fee  the  services  required 
by  the  Agreement.  Contract  or  Lease, 
provided  that  such  contract  may  not 
shift  any  of  the  Owner's  responsibilities 
or  obligations. 

(b)  PHA  Management.  If  the  Owner 
and  a  PHA  wish  to  enter  into  a 
management  contract,  they  may  do  so 
provided  that: 

(1)  The  Housing  Assistance  Payments 
Contract  with  respect  to  the  housing 
involved  is  administered  by  another 
PHA.  or 

(2)  Should  another  PHA  not  be 
available  and  willing  to  administer  the 
Housing  Assistance  Payments  Contract, 
the  PHA  agrees  to  comply  with  the 
following  requirements. 

(i)  The  PHA  must  submit  to  HUD  an 
application  consisting  of  a  copy  of  the 
proposed  management  contract  and 
documentation  showing  that: 

(A)  Performance  of  the  management 
functions  by  the  PHA  is  necessary  to 
provide  housing  for  Lower-Income 
Families,  i.e.  no  management  alternative 
exists; 
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(B)  The  PHA  has  or  will  have  the 
capability  to  perform  adequately  the 
management  functions  for  the  units  as 
proposed  in  the  application  taking  into 
consideration  the  relevant 
characteristics  of  the  housing  and  the 
Families,  e.g..  scattered  site  or 
multifamily  projects;  and 

(C)  The  management  contract  meets 
the  conditions  of  paragraphs  (b)(2)  (ii) 
and  (iii). 

(ii)  The  term  of  the  proposed 
management  contract  must  not  exceed 
one  year  in  order  that  the  parties  and 
HUD  may  evaluate  the  effectiveness  of 
such  a  contract  and  renew  it  from  year 
to  year  if  justified.  For  similar  reasons, 
the  contract  must  include  a  clause  which 
will  allow  either  party  to  terminate,  or 
HUD  to  require  termination  of,  the 
contract  on  90  days’  advance  written 
notice. 

(iii)  The  compensation  to  the  PHA 
must  be  in  the  form  of  a  fixed  fee  to 
cover  all  routine  management  services 
including  routine  legal  services  and 
local  travel.  The  amount  of  the  Hxed 
management  fee  must  be  negotiated 
between  the  Owner  and  the  PHA- and 
approved  by  HUD.  The  fee  must  be 
specified  as  dollars  per  unit  rather  than 
a  percent  of  Contract  Rent  and  must  be 
sufficient  to  adequately  compensate  the 
PHA  for  the  cost  of  providing  the 
serv'ices,  including  the  prorated  fair 
share  of  all  indirect  and  overhead  costs 
so  as  to  assure  that  costs  of  this 
management  function  are  not  shifted  to 
other  HUD-assisted  programs.  The  fee 
must  also  be  shown  to  be  reasonable 
when  compared  with  fees  paid  to 
private  firms  in  similar  management 
situations,  such  as  management  of 
Section  8  Existing  Housing  units  and 
FHA  projects.  Costs  of  non-routine 
repairs  and  replacements,  taxes, 
insurance,  utilities  and  other  non-routine 
items  established  in  the  contract  to  be 
paid  by  the  PHA  must  be  paid  by  the 
owner  to  the  PHA  in  addition  to  the 
fixed  fee. 

(iv)  Notwithstanding  the  provisions  of 
§  682.409  (b)  and  (c)(3),  a  PHA  may  not 
approve,  without  prior  HUD  approval, 
rents  which  exceed  the  appropriate 
Moderate  Rehabilitation  Fair  Market 
Rent  for  a  unit  for  which  it  provides  the 
management  functions  under  this 
section. 

(v)  PHAs  must  keep  separate  accounts 
and  records  of  their  activities  in 
performing  the  management  functions 
pursuant  to  this  section. 

§  882.415  Responsibility  of  the  family. 

A  Family  receiving  housing  assistance 
under  this  Program  must  fulfill  all  of  its 
obligations  under  the  Lease  with  the 


Owner  and  the  Statement  of  Family 
Responsibility.  Failure  of  the  Family  to 
meet  its  responsibilities  under  the  Lease 
or  Statement  of  Family  Responsibility 
may  be  grounds  for  termination  of 
assistance  by  the  PHA.  Should  the  PHA 
determine  to  terminate  assistance  to  the 
Family,  provisions  of  §  882.517(g)  must 
be  followed. 

Subpart  E— Special  Procedures  for 
Moderate  Rehabilitation— Program 
Development  and  Operation 

S  882.501  Distribution  of  funds. 

Contract  and  budget  authority  will  be 
assigned  to  and  allocated  for 
metropolitan  and  non-metropolitan 
areas  by  each  HUD  field  office  pursuant 
to  24  CFR,  Part  891,  Review  of 
Applications  for  Housing  Assistance; 
Allocation  of  Housing  Assistance  Funds. 

§  882.502  Invitations  for  moderate 
rehabilitation  program  applications. 

(a)  Sending  of  Invitation.  The  HUD 
field  o^ice  must  initiate  implementation 
of  its  program  with  respect  to  Moderate 
Rehabilitation  by  sending  invitations  for 
Moderate  Rehabilitation  Program 
applications  for  areas  in  the  field 
office’s  jurisdiction  where  the  Housing 
Assistance  Plan  (HAP)  indicates  a  goal 
for  Existing  Housing  in  fiscal  year  1979 
or  a  goal  for  Moderate  P  jhabilitation 
Housing  in  fiscal  year  1980  and 
subsequent  years,  where  there  are 
eligible  applicants  in  accordance  with 

S  882.401(b).  and  where  there  is  a  supply 
of  housing  suitable  for  moderate 
rehabilitation.  *111080  invitations  may 
solicit  applications  for  both  the  Existing 
Housing  ^ogram  and  Moderate 
Rehabilitation  Program  or  may  request 
only  Moderate  Rehabilitation 
applications.  These  invitations  must  be 
distributed  in  the  same  manner  as 
specified  in  §  882.203(a). 

(b)  Contents  of  Invitation.  'The 
invitation  must  indicate:  (1)  that 
applications  may  be  submitted  by  PHAs. 

(2)  the  amount  of  contract  authority 
available  and  the  estimated  number  of 
units  the  authority  is  expected  to 
support  for  both  metropolitan  and  non¬ 
metropolitan  areas,  (3)  the  deadline  for 
submission  of  applications  (which  will 
generally  be  60  calendar  days  but  must 
be  at  least  15  calendar  days  after  the 
date  invitations  are  sent  (see  paragraph 
(a)  of  this  section)),  (4)  the  fact  that 
copies  of  the  application,  other  forms, 
and  Program  regulations  may  be 
obtained  from  the  HUD  field  office,  (5) 
such  other  basic  information  as  the  field 
o^ice  may  specify.  If  the  invitation  is  for 
both  Existing  Housing  and  Moderate 
Rehabilitation  applications,  the 


invitation  must  also  contain  the 
information  specified  in  S  882.203(b). 

§  882.503  Submission  of  applications. 

'The  application  for  a  Moderate 
Rehabilitation  Program  will  be 
submitted  by  a  PHA  to  the  HUD  field 
office.  Advice  and  assistance  in  the 
preparation  of  the  application  are 
available  from  the  HUD  Held  ofHce. 

(a)  Contents.  The  application  must: 

(1)  Indicate  the  primary  areafs)  in 
which  units  will  be  rehabilitated  under 
the  Program  and  the  approximate 
number  of  units  to  be  located  in  each 
area. 

(2)  Indicate  the  types  of  housing  (e.g., 
detached,  walkup,  elevator)  expected  to 
be  utilized  in  the  proposed  project,  the 
total  number  of  units  expected  to  be 
utilized  by  unit  size  (number  of 
bedrooms),  and  the  approximate  number 
of  units  for  occupancy  by  elderly, 
handicapped,  or  disabled. 

(3)  Demonstrate  that  the  units 
requested  in  paragraph  (a)(2)  of  this 
section  are  consistent  with  the 
applicable  Housing  Assistance  Plan,  or 
in  the  absence  of  such  a  Plan,  that  the 
proposed  application  is  responsive  to 
the  condition  of  the  housing  stock  in  the 
community  and  the  housing  assistance 
needs  of  Lower-Income  Families 
residing  in  or  expected  to  reside  in  the 
community  and  that  there  is  or  will  be 
available  in  the  area  public  facilities 
and  services  adequate  to  serve  the 
housing  proposed  to  be  assisted. 

(4)  Demonstrate  that  the  applicant 
qualifies  as  a  PHA  and  is  legally 
qualified  and  authorized  to  participate 
in  the  Section  8  Moderate  Rehabilitation 
Program  for  the  area  in  which  the 
Program  is  to  be  carried  out  and  include 
in  such  demonstration  (i)  the  relevant 
enabling  legislation,  (ii)  any  rules  and 
regulations  adopted  or  to  be  adopted  by 
the  agency  to  govern  its  operation,  and 
(iii)  a  supporting  opinion  from  the 
agency  counsel.  If  the  PHA  already  has 
an  ACC  for  an  Existing  Housing  Project, 
this  demonstration  will  not  be  required 
if  the  PHA  submits  a  statement  that  it  is 
qualified  to  participate  based  on  the' 
same  documentation. 

(5)  Include  a  statement  that  the 
housing  standards  to  be  used  in  the 
operation  of  the  Program  will  be  those 
set  forth  in  $  §  882.109  and  882.405  or 
that  variations  in  the  Acceptability 
Criteria  are  proposed.  In  the  latter  case, 
each  proposed  variation  must  be 
specified  and  justified.  Should  the  PHA 
propose  to  use  local  code  standards 
which  are  more  restrictive  than  the 
Housing  Quality  Standards,  no 
justification  need  be  submitted. 
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(6)  Include  a  proposed  schedule 
specifying  the  number  of  units  to  be 
rehabilitated  and  leased  by  quarter. 

(7)  Include  a  description  of  the 
rehabilitation  expertise  and  experience 
of  the  PHA. 

(i)  A  PHA  without  rehabilitation 
expertise  may  not  propose  to  hire  staff 
to  perform  these  functions  if  it  can 
subcontract  with  an  experienced  and 
qualified  agency  or  entity. 

(ii)  If  there  is  a  local  Community 
Development  Agency  or  other  local 
public  agency  which  is  qualified  and 
willing  to  provide  rehabilitation 
technical  assistance,  the  PHA  must 
propose  to  subcontract  with  that  agency, 
if  the  PHA  does  not  possess  that 
rehabilitation  expertise. 

(iii)  If  the  PHA  proposes  to 
subcontract  with  any  public  or  private 
rehabilitation  entity,  the  PHA  must 
specify  the  subcontractor  and  detail  the 
subcontractor's  experience  in 
rehabilitation.  A  memorandum  of  intent 
between  the  PHA  and  any  subcontractor 
specifying  the  obligations  of  each  party 
must  be  submitted  with  the  application. 

(iv)  Should  the  PHA  not  have  the 
expertise  and  should  an  entity  with  such 
expertise  not  be  available,  the  PHA 
must  demonstrate  how  it  proposes  to 
obtain  that  expertise  and  detail  the 
qualifications  of  any  staff  to  be  hired,  if 
known,  in  the  application. 

(8)  Include  a  description  of  the  PHA's 
experience  in  administering  housing  or 
other  programs  and  provide  other 
information  which  evidences  present  or 
potential  administrative  capability  for 
the  proposed  Program  including 
experience  with  the  Section  8  Existing 
Housing  Program. 

(9)  Indicate  which  of  the  Program 
objectives  specified  in  §  882.401(a)  the 
PHA  proposes  to  achieve. 

(i)  If  the  PHA  proposes  to  use  the 
Program  to  achieve  deconcentration,  the 
PHA  must  demonstrate  that  there  are 
sufficient  units  in  need  of  moderate 
rehabilitation  in  areas  outside  of  low 
income  and  minority  concentrations 
within  the  area  of  operation  of  the  PHA 
which  can  be  rehabilitated  within  the 
Fair  Market  Rent  limitations  of  the 
Program.  The  PHA  must  also  certify  that 
in  selecting  units  for  participation  in  the 
Program,  it  will  not  select  units  located 
in:  (A)  An  area  of  minority 
concentration  unless  sufficient, 
comparable  opportunities  exist  for 
housing  for  minority  Families  outside 
areas  of  minority  concentration;  or  (B)  A 
racially  mixed  area  if  the  units  will 
cause  a  significant  increase  in  the 
proportion  of  minority  to  nonminority 
residents  in  the  area. 


(ii)  If  the  PHA  proposes  to  concentrate 
its  activities  in  a  specific 
neighborhood(s),  the  application  must 
contain  a  map  outlining  the 
neighborhood  boundaries  and  a 
description  of  neighborhood 
characteristics,  including  demographics, 
owner/renter  status  of  current  residents, 
extent  of  vacancy  and  overall  condition 
of  the  housing  stock.  The  PHA  must 
demonstrate  that  there  are  units  within 
the  neighborhood  which  can  meet  the 
site  and  neighborhood  standards 
pursuant  to  §  882.405(b). 

(A)  If  the  Program  is  to  be 
concentrated  in  a  neighborhood 
undergoing  private  reinvestment  and  the 
Program  is  to  be  used  to  prevent 
displacement,  the  PHA  must  so  state  in 
its  application  and  must  demonstrate 
that  there  are  units  in  the  neighborhood 
suitable  for  moderate  rehabilitation  and 
which  can  be  rehabilitated  within  the 
Fair  Market  Rent  limitations  of  the 
Program. 

(B) lf  the  Program  is  to  be  concentrated 
in  a  neighborhood  to  reverse  or  prevent 
neighborhood  deterioration,  the  PHA 
must  demonstrate  that  the  Program  is 
appropriate  to  the  needs  of  the  proposed 
neighborhood.  The  application  must  also 
contain  a  letter  from  the  chief  executive 
officer  of  the  local  government 
indicating  the  locality's  endorsement  of 
the  application  and  describing  other 
public  and  private  improvements 
completed,  underway  and/or  planned 
for  this  neighborhood  to  complement  the 
Moderate  Rehabilitation  Program. 

(10)  Indicate  the  types  of  financing 
expected  to  be  used  under  the  Program 
particularly  Federal,  State  or  local 
financing  programs,  and  describe  the 
availability  of  the  financing.  Statements 
b'om  these  financing  sources  as  to  their 
willingness  to  finance  rehabilitation 
under  this  Program  should  be  submitted 
where  available.  Types  of  financing 
could  include  but  are  not  limited  to 
Community  Development  Block  Grant 
loan  and  grant  programs,  State  Agency 
rehabilitation  loan  programs, 
Neighborhood  Housing  Services 
programs  and  private  rehabilitation  loan 
programs.  HUD  mortgage  insurance 
programs  may  be  used  to  help  secure 
financing;  however.  Section  312 
rehabilitation  loans  may  not  be  used  in 
conjunction  with  the  Program. 

(11)  Include: 

(i)  A  certification  that  no  buildings 
will  be  selected  for  participation  in  the 
Program  where  permanent  displacement 
of  tenants  will  be  required:  or 

(ii)  A  statement  of  the  PHA's 
relocation  strategy  including: 

(A)  A  description  of  the  circumstances 
under  which  permanent  displacement  of 


tenants  will  be  allowed  (i.e. 
overcrowded  or  under-occupied  units  or 
the  combination  of  occupied  units); 

(B)  A  certification  that  the  PHA  will 
comply  with  requirements  specified  in 
§  882.407. 

(G)  A  certification  that  the  PHA  will 
provide  a  preference  for  Certificates  in 
its  Section  8  Existing  Housing  Program 
to  Families  displaced  as  a  result  of 
Moderate  Rehabilitation  or  a 
certification  from  the  PHA  administering 
the  Section  8  Existing  Housing  Program 
in  the  area  that  it  will  provide  such  a 
preference. 

(D)  A  certification  that  the  PHA  will 
provide  a  preference  for  any  Family 
displaced  under  the  Program  in  its 
referral  of  Families  to  Owners  of  vacant 
Moderate  Rehabilitation  units  and  that 
it  will  give  a  preference  to  these 
Families  in  any  assisted  housing  owned 
and/or  managed  by  the  PHA. 

(E)  If  the  PHA  proposes  to  assume  the 
responsibility  for  any  assistance  or 
payments  to  permanently  displaced 
tenants,  a  certification  that  the  funds  for 
these  purposes  will  come  from  other 
than  HUD-assisted  housing  programs. 

(F)  If  any  entity  other  than  the  PHA 
agrees  to  assume  the  responsibility  for 
assistance  or  payments  to  displacees 
under  the  Program,  a  certification  from 
an  official  of  that  entity  to  thjt  effect. 

(12)  If  the  PHA  is  proposing  to 
rehabilitate  units  in  a  locality  with  an 
approved  Housing  Assistance  Plan, 
include  a  statement  from  the  chief 
executive  officer  of  the  local  government 
indicating  local  government  approval  of 
the  submission  of  the  application, 
stating  that  the  application  is  consistent 
with  the  local  Housing  Assistance  Plan 
and  providing  any  additional  comments. 

(b)  Other  Submissions.  The  PHA  must 
submit  the  following  items  with  the 
application  or  after  application  approval 
but  no  later  than  with  the  PHA  executed 
ACC. 

(1)  An  equal  opportunity  housing  plan. 

(i)  The  plan  must  describe  the  PHA's 
policies  and  procedures  for 

(A)  Fulfilling  the  requirements  of 

S  882.506(a).  Public  Notice  to  Owners, 
and  S  882.516,  Public  Notice  to  Lower- 
Income  Families. 

(B)  Achieving  the  participating  of 
Owners  of  units  in  areas  outside  of  low 
income  and  minority  concentrations,  if 
the  PHA  has  indicated  that  the  objective 
of  the  Program  will  be  deconcentration 
(see  paragraph  (a)(9)  of  this  section). 

(C)  Selecting  from-among  eligible 
applicant  Families  those  to  be  referred 
to  Owners  for  filling  vacant  units 
rehabilitated  under  the  Program, 
including  any  provisions  establishing 
preferences  for  selection. 
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(D)  Providing  assistance  to  a  Family 
who  has  applied  for  a  vacant  unit 
assisted  under  the  Program,  who  has 
been  rejected  by  the  Owner  and  who 
believes  that  the  Owner’s  rejection  was 
the  result  of  unlawful  discrimination. 
(See  §  882.509(e)(3)). 

(ii)  The  plan  must  also  include  signed 
certification  of  the  applicant's  intention 
to  comply  with  Title  ^  of  the  Civil 
Rights  Act  of  1964;  Title  VIII  of  the  Civil 
Rights  Act  of  1968;  Executive  Order 
11063;  Executive  Order  11246;  Section  3 
of  the  Housing  and  Urban  Development 
Act  of  1966;  and  if  the  housing 
assistance  will  be  used  within  a  locality 
which  has  a  Housing  Assistance  Plan,  a 
certiHcation  that  the  PHA  will  take 
affirmative  action  to  provide 
opportunities  to  participate  in  the 
Program  to  those  elderly  persons 
expected  to  reside  in  the  locality  and 
those  Familys  expected  to  reside  in  the 
community  as  a  result  of  current  or 
planned  employment  as  indicated  in  the 
Housing  Assistance  Plan. 

(2)  Estimates  of  financial  requirements 

for  preliminary  costs,  ongoing  » 

administrative  casts  and  housing 
assistance  payments  on  the  prescribed 
forms. 

(3)  A  proposed  schedule  of  Allowance 
for  Utilities  and  Other  Services  with  a 
justification  of  the  amounts  proposed. 

(4)  An  Administrative  Plan. 

(i)  The  plan  must' contain:  a  statement 
of  the  PHA’s  overall  approach  and 
objectives  in  administering  the 
Moderate  Rehabilitation  Program,  a 
description  of  the  procedures  to  be  used 
in  carrying  out  ea(^  administrative 
function,  and  a  statement  of  the  number 
of  employees  proposed  for  the  Program, 
by  position  and  functions  to  be 
performed.  Where  a  subcontractor  such 
as  the  Community  Development  Agency, 
other  local  government  staff  or  private 
entity  will  be  utilized  to  perform  any  of 
the  functions  of  the  PHA,  the  staff  and 
procedures  of  the  subcontractor  must  be 
described,  as  well  as  how  the  I^IA 
plans  to  coordinate  with,  review  and 
monitor  the  subcontractor’s  operation. 

(ii)  *1110  following  functions  should  be 
addr^sed  in  addition  to  those  required 
in  §  882.204(b)(3)(ii):  outreach  to 
Owners;  selection  of  proposals, 
including  any  preferences  for  selection; 
initial  inspection  of  units;  preparation  of 
feasibility  analyses,  work  write-ups,  and 
cost  estimates;  establishment  of  rents; 
financing  counseling;  preparation  of 
loan  applications;  assistance  to  Owners 
in  the  selection  of  contractors; 
execution,  review  and  monitoring  of 
Agreements  and  Contracts;  oversight  of 
rehabilitation  including  inspection  of 
units  during  rehabilitation:  final 


inspection  of  units;  review  of  Owners' 
cost  certifications;  and  rehousing 
Families  who  move. 

(iii)  The  plan  must  also  contain  the 
relocation  policy  and  procedures  of  the 
PHA.  The  PHA  must  detail  how 
temporary  relocation  will  be  minimized 
and  under  what  circumstances  such  - 
relocation  will  be  allowed.  'Die 
responsibilities  of  the  PHA  and  Owners 
as  specified  in  §  882.407  must  be  clearly 
delineated  and  the  PHA  must  indicate 
how  it  will  monitor  the  Program  to 
assure  that  proper  relocation  payments 
and  assistance  are  provided  and  that 
any  temporary  relocation  does  not 
exceed  six  months  in  duration. 
Additionally,  it  must  be  stated  that  no 
Owner  will  be  selected  for  participation 
unless  the  Owner  agrees  to  make 
relocation  payments  to  those  tenants 
temporarily  relocated,  in  accordance 
with  §  882.407.  Should  the  PHA  propose 
to  allow  permanent  displacement  of 
tenants,  and  this  policy  has  been 
specified  in  the  PHA's  application  and 
approved  by  HUD,  this  section  must 
detail  how  the  PHA  will  monitor  the 
Program  to  assure  that  displacement  is 
minimized,  that  proper  relocation 
payments  and  assistance  are  provided, 
and  that  other  requirements  of  Section 
882.407  are  met.  liiis  section  of  the 
administrative  plan  must  clearly 
delineate  the  responsibilities  of  the 
PHA,  Owners  and  the  entity  proposing 
to  fund  any  costs  associated  with 
permanent  displacement. 

§  682.504  ProcoMing  of  applications. 

(a)  Initial  Screening  of  Applications. 
Promptly  after  receipt  of  an  application. 
HUD  will  determine  %vhether  or  not  the 
application  is  complete.  If  an  application 
is  incomplete,  the  PHA  must  be  so 
notified  and  will  be  given  until  the 
deadline  date  or,  if  necessary,  a 
reasonable  time  thereafter  within  which 
to  complete  the  application. 

{fifLocal  Government  Comment. 
Pursuant  to  Section  213  of  the  HCD  Act 
and  regulations  issued  pursuant  thereto 
(24  CFR  Part  891),  no  later  than  10 
working  days  after  receipt  of  an 
application  (or  completion  of  initial 
screening  and  determination  that  the 
application  is  acceptable  for  further 
processing),  HUD  will  send  a 
notj^cation  to  the  chief  executive 
officers  of  units  of  general  local 
government  of  those  localities  which  are 
identified  in  the  application  as  primary 
areas  in  %vhich  units  will  be 
rehabilitated  under  the  Program.  This 
notification  will  advise  the  local 
government  that  HUD  has  received  an 
application  for  housing  assistance  and 
will  invite  local  government  comments 


on  the  application  in  accordance  with 
Part  891. 

(c)  Evaluation  of  Af^lications.  HUD 
may  begin  its  evaluation  immediately 
upon  receipt  of  the  application,  but  no 
final  decision  of  approval  or  disapproval 
of  the  application  may  be  made  until 
after  the  deadline  for  receipt  of 
applications  or  the  end  of  the 
opportunity  for  response  referred  to  in 
paragraph  (b)  of  this  section,  whichever 
is  later.  Each  application  will  be 
evaluated  by  HUD  on  the  basis  of  the 
factors  specified  in  this  paragraph  (c). 
HUD  will  consider  in  its  evaluation  any 
comments  submitted  by  the  local 
government,  and  conformance  with  local 
government  comments  submitted 
consistent  with  Part  891  may  be 
required.  Should  the  available  contract 
authority  not  be  sufficient  to  fund  all 
approvable  applications,  HUD  will  list 
die  applications  in  a  rank  order  based 
on  its  assessment  of  which  applications 
have  the  best  combination  of  the 
following: 

(1)  The  demonstrated  capacity  of  the 
PHA  and/or  its  subcontractor(s)  to 
provide  the  rehabilitation  technical 
assistance  to  Owners  required  under  the 
Program: 

(2)  The  availability  of  Hnancing 
resources,  both  assisted  and  unassisted, 
as  demonstrated  through  statements 
from  financing  agencies  (for  example, 
local  Community  Development  or  State 
agency  rehabibtation  loan  programs); 

(3)  The  PHA's  experience  with  the 
Section  8  Existing  Housing  Program 
and/or  the  PHA's  overall  administrative 
capability; 

(4)  The  potential  of  achieving,  as 
expeditiously  as  possible,  the 
rehabilitation  and  leasing  of  housing 
units  under  this  Subpart:  and 

(5)  The  overall  feasibility  of  the 
proposed  program  in  meeting  the 
objective  specified  in  the  application. 

(d)  Disapproval.  Conditional 
Approval,  or  Approval  of  Applications. 

If  an  application  is  disapproved.  HUD 
must  notify  the  PHA  by  letter  indicating 
the  reasons  for  disapproval.  If  an 
application  can  be  approved  only  if 
certain  changes  are  made,  HUD  must 
notify  the  PHA  by  letter  stating  that  the 
application  can  be  approved  if  the  mA 
adopts,  within  a  specified  reasonable 
time  as  determined  by  HUD.  the 
changes  required  by  HUD.  If  an 
application  is  approved,  the  PHA  will  be 
sent  a  notification  of  application 
approval. 

§  882.505  Annual  contributions  contract; 
schedulo  of  rehabilitation  and  leasing. 

(a)  Maximum  Total  ACC 
Commitment.  The  maximum  total  ^  . 
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annual  contribution  that  may  be 
contracted  for  will  be  the  total  for  all  the 
units  of  the  Moderate  Rehabilitation 
Fair  Market  Rents. 

(b)  Transmittal  of  ACC  and  Execution 
of  ACC  by  HUD.  These  functions  must 
be  performed  as  specified  in  §  882.206 

(a)  and  (b). 

(c)  Schedule  of  Rehabilitation  and 
Leasing.  The  ACC  will  include  a 
provision  relating  to  expeditious 
rehabilitation  and  leasing  of  units  under 
the  Program.  HUD  will  review  the  PHA- 
proposed  schedule  specifying  the 
number  of  units  that  are  expected  to  be 
under  an  Agreement  and  the  number  of 
units  expected  to  be  leased  by  the  end 
of  each  three-month  period,  and  will 
make  such  changes  as  it  determines  to 
be  appropriate.  In  its  transmittal  of  the 
ACC  to  the  PHA,  HUD  will  include  the 
HUD-approved  schedule.  This  schedule 
will  be  established  so  as  to  implement 
HUD  policy  that  all  units  in  a  Section  8 
Moderate  Rehabilitation  project  of  100 
units  or  more  must  be  under  an 
Agreement  within  15  months  and  leased 
by  Eligible  Families  within  18  months  of 
execution  of  the  ACC  for  that  project.  In 
the  case  of  smaller  programs,  a  shorter 
time  period  may  be  established  by  HUD. 
Additionally,  HUD  may  approve  a 
schedule  which  allows  as  long  as  21 
months  for  Agreements  and  as  long  as 
24  months  for  leasing  for  the  first  project 
undertaken  by  a  PHA  or  for  projects  of 
over  1,000  units.  HUD  may  modify  the 
unit  mix  and/or  reduce  the  number  of 
units  and/or  the  amount  of  the  annual 
contributions  commitment  if,  in  the 
determination  of  HUD,  the  PHA  fails  to 
demonstrate  a  good  faith  effort  to 
adhere  to  this  schedule  or  if  other 
reasons  justify  a  reduction  in  the 
number  of  units  or  change  in  the  unit 
mix. 

§  882.506  Obtaining  and  screening 
proposais  from  owners. 

(a)  Public  Notice  to  Owners.  Promptly 
after  receiving  the  executed  ACC,  and 
thereafter  as  may  be  necessary,  the  PHA 
must  make  known  to  the  public  through 
publication  in  a  newspaper  of  general 
circulation  as  well  as  through  minority 
media  and  other  suitable  means,  the 
availability  and  nature  of  the  Program. 
The  notice  must  inform  Owners  where 
they  may  apply  for  the  Program  and 
must  be  made  in  accordance  with  the 
PHA’s  HUD-approved  equal  opportunity 
housing  plan  and  with  the  HUD 
guidelines  for  fair  housing  requiring  the 
use  of  the  equal  housing  opportunity 
logotype,  statement  and  slogan. 

(b)  Owner  Proposals.  The  PHA  must 
develop  a  proposal  format  for  Owners 
wishing  to  apply  for  participation  in  the 


Program  which  will  require,  at  a 
minimum,  the  following  information:  (1) 
Name,  address  and  phone  number  of 
Owner,  (2)  Address  of  building  to  be 
rehabilitated  and  date  of  construction, 

(3)  Number,  type  (elevator/nonelevator) 
and  bedroom  size  of  unit(s)  to  be 
rehabilitated,  (4)  Rent(s]  charged  by 
bedroom  size  during  the  previous  18 
months,  (5)  Number  and  size  of  vacant 
unit(s).  (6)  Number  of  units  the  Owner 
proposes  to  be  assisted  after 
rehabilitation  by  bedroom  size  end 
family  characteristics  (size  and 
household  type)  of  present  tenants,  (7) 
Whether  the  Owner  anticipates  that 
permanent  displacement  or  temporary' 
relocation  of  tenants  will  be  necessary 
and  the  anticipated  length  of  any 
temporary  relocation.  If  temporary 
relocation  is  anticipated,  the  Owner 
must  indicate  willingness  to  assume  the 
responsibilities  specified  in  §  882.407.  (8) 
A  certification  that  no  tenant  has  been 
forced  to  move  without  cause  in  the 
twelve  month  period  preceding  the 
submittal  of  the  proposal,  (9)  The  prior 
participation  of  the  Owner  in  HUD 
Programs,  and  (10)  The  Owner’s  plans 
for  managing  and  maintaining  the  unit(s) 
under  the  proposal. 

(c)  Initial  Screening  of  Proposals.  The 
PHA  should  review  all  proposals 
submitted  and  make  an  initial 
determination,  based  on  the  data 
submitted  in  the  proposal,  of  those 
proposals  which  are  clearly 
inappropriate  or  unresponsive  to  the 
PHA's  advertisement.  For  example,  if 
the  PHA  has  certified  in  its  application 
that  no  permanent  displacement  will  be 
allowed,  any  proposal  which  would 
involve  displacement  must  be  rejected 
at  this  stage.  Similarly,  if  the  Owner 
suggests  that  temporary  relocation 
exceeding  six  months  will  be  required  to 
complete  the  rehabilitation  proposed, 
that  proposal  must  be  rejected.  Should 
the  PHA  reject  a  proposal,  the  Owner 
must  be  notified  in  writing  with  a 
statement  of  the  reason(s). 

§  882.507  Assistance  to  owners  and 
selection  of  units. 

(a)  Initial  Inspection.  For  all  proposals 
not  rejected  in  the  initial  screening,  the 
PHA  must  inspect  the  property  with  the 
Owner  and  tenant(s)  if  possible.  A 
determination  must  be  made  by  the  PHA 
as  to  tl^e  specihc  work  items  which  need 
to  be  accomplished  to  bring  the  unit(s) 
to  be  assisted  up  to  the  Housing  Quality 
Standards  specified  in  §  882.109  and 
S  882.405  (or  other  standards  as 
approved  in  the  PH.A's  application)  and/ 
or  to  repair  or  replace  major  building 
systems  or  components  in  danger  of 
failing.  The  PHA,.as  soon  as  possible 


following  the  inspection,  must  provide 
the  Owner  with  a  written  list  of 
deHcienciqs.  | 

(b)  Preliminary  Feasibility 

Analysis. — A  rough  cost  estimate  and 
cash  flow  analysis  of  the  property  I 

following  rehabilitation  must  be  made  i 
by  the  PHA.  A  determination  of  the 
necessity  for  any  permanent 
displacement  and/or  temporary 
relocation  and  a  preliminary  estimate  of 
the  cost,  of  any  temporary  relocation 
must  be  made  by  the  PHA.  If  the 
proposal  is  determined  to  be  feasible, 
analysis  of  additional  energy  conserving 
improvements  which  may  be  cost 
effective  and  which  may  be 
accomplished  within  the  Fair  Market 
Rent  limitations  of  the  Program  must  be 
made.  The  Owner  must  be  required  to 
provide  energy  conserving 
improvements  in  accordance  with 

§  ^.405(a).  A  preliminary  estimate  of 
Gross  Rents  should  be  made  based  upon 
the  estimates  of  rehabilitation, 
temporary  relocation  and  energy 
conserving  improvements  costs. 

(c)  Selection  of  Proposals.  After  the 
initial  inspection  and  preliminary 
feasibility  analysis,  the  PHA  should 
select  among  Owner  proposals  those 
proposals  which  it  will  approve.  The 
PHA  must  establish  a  method  of 
selecting  among  Owner  proposals  and 
must  make  this  method  known  to  any 
Owner  submitting  or  planning  to  submit 
a  proposal.  Proposals  must  be  approved 
in  accordance  with  criteria  established 
by  the  PHA,  including  any  PHA  rules  for 
preferences  as  approved  by  HUD  (see 

§  882.503(b)(4)(ii))  and  in  accordance 
with  the  following  requirements: 

(1)  No  proposal  found  infeasible  by 
the  PHA  in  the  preliminary  feasibility 
analysis  may  be  approved  unless  the 
Owner  can  demonstrate  that  the 
allowable  rent  will  be  sufficient  to 
rehabilitate,  manage  and  maintain  the 
unit(s)  adequately: 

(2)  If.  during  the  preliminary 
feasibility  analysis,  it  is  determined  by 
the  PHA  that  the  work  necessary  to 
bring  a  unit(s)  to  the  Housing  Quality 
Standards,  or  other  standards  approved 
for  the  Program,  or  to  repair  or  replace 
major  systems  is  not  sufficient  to  meet 
the  $1000  per  unit  minimum  amount  of 
rehabilitation  requirement,  that  unit(s) 
may  not  be  assisted  under  the  Program. 

(3)  If  a  unit(s)  does  not  meet  the 
requirement  of  paragraph  (c)(2)  but  the 
Owner  is  proposing  to  accomplish  at 
least  $1000  per  unit  of  rehabilitation  by 
including  work  to  make  the  unit(s) 
accessible  to  a  handicapped  or  disabled . 
individual  occupying  the  unit(s)  or 
expected  to  occupy  the  unit(s).  the  PHA 
may  approve  such  units  not  to  exceed  5 
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percent  of  the  units  under  its  Program. 
The  rehabilitation  must  make  the  unit(s). 
and  access  and  egress  to  the  unit(8). 
barrier-free  with  respect  to  the  handicap 
or  disability  of  the  imUvidual  in 
residence  or  expected  to  be  in  residence. 

(4)  A  preference  must  be  provided  to 
those  proposals  which  indicate  in  the 
preliminary  feasibility  analysis  the 
greatest  dollar  amount  of  necessary 
rehabilitation  per  unit.  This  preference 
need  not  be  adhered  to  strictly  if  the 
PHA  is  proposing  to  use  the  P^gram  for 
dnconcentration  ($  882.503(a)(9))  and  the 
proposals  indicating  the  greatest  amount 
of  rehabilitaticHi  are  located  in  areas  of 
minority  concentration. 

(5)  Prior  to  the  approval  of  any  unit(s) 
owned  by  a  State  or  unit  of  general  local 
government,  the  PHA  must  contact  HUD 
and  request  HUD  review  of  the  site.  The 
PHA  may  not  enter  into  an  Agreement 
on  any  such  unit(s)  until  HUD  approval 
of  the  site  is  obtained  and  the  State  or 
unit  of  general  local  government  has 
sold  the  unitfs)  to  another  Owner. 

(d)  Notification  of  Owners.  When  the 
PtlA  has  selected  the  proposals  which  it 
plans  to  approve,  the  PHA  must  notify 
all  Owners  specifying: 

(1)  Whether  their  proposal  has  been 
rejected  or  approved; 

(2)  If  the  proposal  was  rejected,  the 
reason(s)  for  rejection  and  the  Owner's 
right  to  appeal  to  the  PHA  the  PHA*s 
basis  for  rejection; 

(3)  The  tentative  number  of  units  to  be 
assisted;  and 

(4)  That  the  Owner  should  request  all 
tenants  residing  in  units  tentatively 
selected  for  participation  in  the  Program 
to  contact  the  PHA  to  submit  an 
application. 

(e)  Selection  of  Units.  The  KiA  must 
take  the  applications  and  determine  the 
eligibility  of  all  tenants  residing  in 
approved  units  who  wish  to  apply  for 
the  Program.  After  eligibility  of  all 
tenants  has  been  determine,  the  Owner 
must  be  informed  of  any  adjustment  in 
the  number  of  units  to  be  assisted.  In 
order  to  make  the  most  evident  use  of 
housing  assistance  funds,  an  Agreement 
may  not  be  entered  into  covering  any 
unit  occupied  by  a  family  which  is  not 
eligible  to  receive  housing  assistance 
payments.  Therefore,  the  number  of 
units  approved  by  the  PHA  for  a 
particular  proposal  must  be  adjusted  to 
exclude  any  unit(s)  determined  by  the 
PHA  to  be  occupied  by  a  family  not 
eligible  to  receive  housing  assistance 
payments.  Eligible  Families  must  also  be 
briefed  at  this  stage  as  to  their  rights 
and  responsibilities  under  the  Program 

§  882.517(c)). 

(f)  Work  Write-ups  and  Cost 
Estinwtes.  Should  the  Owner  agree  with 


the  assessment  of  the  PHA  as  to  the 
work  that  must  be  accomplished,  the 
preliminary  feasibility  of  the  proposal, 
and  the  number  of  units  to  be  assisted,' 
the  Owner,  with  the  assistance  of  the 
PHA  where  necessary,  must  prepare 
detailed  work  write-ups  including 
spedfications  and  plans  (where 
necessary)  so  that  a  cost  estimate  may 
be  prepared.  The  work  write-up  will 
describe  bow  the  defidencies  spedfied 
in  paragraph  (a)  of  this  section  are  to  be 
corrected  including  minimum  acceptable 
levels  of  workmanship  and  materials. 
From  this  work  write-up.  the  Owner, 
with  the  assistance  of  the  PHA,  must 
prepare  a  cost  estimate  for  the 
accomplishment  of  all  items  spedfied  in 
this  section.  While  this  woric  write-up 
may  include  items* of  routine 
maintenance  or  other  items  which  are 
not  among  the  deficiencies  specified  in 
the  initial  inspection  (paragraph  (a)), 
these  extra  items  may  not  be  induded  in 
the  rehabilitation  cost  upon  which  the 
Contract  Rent(s)  is  based. 

(g)  Selection  of  Contractor.  The  PHA 
should  discuss  with  the  Owner  the 
selection  of  a  competent  contractor  to 
undertake  the  rchabilitatirm.  The  Kf  A 
must  provide  the  Owner  a  list  of 
contractors,  induding  minority 
contractors,  and  must  require  that  these 
contractors  be  provided  an  opportunity 
to  submit  bids  or  proposals  for  the  work. 
The  PHA  must  also,  to  the  fullest  extent 
possible,  promote  opportunities  for 
minority  contractors  to  participate  in  the 
Program. 

(h)  Feasibility  Analysis.  After  a  firm 
price  has  been  secured  from  the 
contractor  selected  by  the  Owner,  a 
feasibility  analysis  of  the  proposal  must 
be  conducted  by  the  PHA  and  the 
Owner.  This  analysis  will  be  similar  to 
the  preliminary  analysis  specified  in 
paragraph  (b)  of  this  section.  The  work 
to  be  accomplished  and/or  rents  to  be 
specified  in  the  Agreement  may  be 
adjusted  to  reflect  the  contractor's  price. 

(i)  Financing.  The  IHiA  must  discuss 
with  the  Owner  the  various  financing 
options  available.  The  PHA,  where 
necessary,  must  also  assist  the  Owner  in 
the  preparation  of  an  application  for 
rehabilitation  hnancing. 

(j)  Preparation  of  Lease  Form,  "nie 
PHA,  where  necessary,  must  assist  the 
Owner  in  the  preparation  of  a  form  of 
tenant  Lease  which  meets  the  foyowing 
requirements: 

(1)  Term  of  Lease.  The  term  of  the 
lease  must  be  consistent  with 

§  882.404(b). 

(2)  Required  Provisions.  The  Lease 
must  contain  the  HUD-prescribed 
provisions  in  Appendix  I  except  for 
paragraph  (e).  In  addition,  a  provision 


implementing  §  882.514  must  be 
included. 

(3)  Prohibited  Provisions.  The  Lease 
must  not  contain  any  dause  which  falls 
within  the  classifications  of  HUD- 
prescribed  prohibited  lease  provisions 
in  Appendix  11. 

§  882.508  Agreement  to  enter  Into 
housing  assistance  payments  contract 

(a)  Provisions.  Prior  to  the 
commencement  of  any  rehabilitation 
under  this  Part,  the  PHA  must  enter  into 
an  Agreement  with  the  Owner  which 
contains  among  other  requirements  the 
following: 

(1) A  statement  that  the  Owner  agrees 
to  bring  the  unit(s)  into  compliance  with 
the  Housing  Quality  Standards  or  other 
standards  approved  for  the  Program  in 
accordance  with  the  work  write-up 
specified  in  §  882.507(f).  The  work  write¬ 
up  and  cost  estimate  will  be  an 
attachment  to  the  Agreement. 

(2)  A  date  by  which  rehabilitation  will 
have  commenced  and  a  deadline  date 
by  which  the  rehabilitation  will  be 
completed  and  the  unit(s)  ready  for 
occupany. 

(3)  An  anticipated  Contract  Rent 
wUch  will  be  paid  to  the  Owner  after 
rehabilitation  is  completed  and  the 
Contract  is  executed.  This  rent  will  be 
established  in  accordance  with 

§  882.409(c). 

(4)  The  term  of  the  Contract.  The  term 
must  be  consistent  with  $  882.404(a). 

(5)  If  there  are  units  in  the  building 
which  will  not  be  assisted  under  the 
Program,  a  statement  that  the  Owner 
agrees  to  bring  the  unassisted  units  into 
compliance  with  the  Housing  Quality 
Standards  specified  in  §  882.109  by  the 
completion  date  referred  to  in  paragraph 
(a)(2)  of  this  section. 

(6)  The  form  of  Contract,  as  an 
exhibit. 

(b)  Preparation  and  Execution.  The 
Agreement  must  be  prepared  by  the 
FHA  in  the  form  prescribed  by  HUD  and 
include  all  required  information  in 
paragraph  (a)  of  this  section  and  a 
provision  specifying  the  Ownei^'s 
responsibility  for  making  relocation 
payments  to  Families  temporarily 
displaced.  The  PHA  will  provide  the 
Owner  with  one  executed  copy  of  the  . 
Agreement  and  retain  at  least  one  copy 
for  its  records. 

§882.509  Rehabilitation  period. 

(a)  Timely  Performance  of  Work. 

After  execution  of  the  Agreement,  the 
Owner  must  promptly  proceed  with  the 
rehabilitation  work  as  provided  in  the 
Agreement.  In  the  event  the  work  is  not 
so  commenced,  diligently  continued,  or 
completed,  the  PHA  will  have  the  right 
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to  rescind  the  Agreement,  or  take  other 
appropriate  action.  Although  extensions 
of  time  may  be  granted,  no  increases  in 
Contract  Rents  may  be  granted  for 
delays. 

(bj  Inspections.  The  PHA  must 
inspect,  as  appropriate,  during 
rehabilitation  to  ensure  that  work  is 
proceeding  on  schedule  and  is  being 
accomplished  in  accordance  with  the 
terms  of  the  Agreement,  particularly  that 
the  work  meets  the  acceptable  levels  of 
workmanship  and  materials  specified  in 
the  work  write-up. 

(c)  Changes.  (1)  Hie  Owner  must 
submit  to  die  PHA  for  approval  any 
changes  from  the  work  specified  in  the 
Agreement  which  would  alter  the  design 
or  the  quality  of  the  required 
rehabilitation.  The  PHA  may  condition 
its  approval  of  such  changes  on  a 
reduction  of  the  Contract  Rents.  If 
changes  are  made  without  prior  PHA 
[  approval,  the  PHA  may  determine  that 

Contract  Rents  must  be  reduced  or  that 
I  the  Owner  must  remedy  any  deficiency 

as  a  condition  for  acceptance  of  the 

Iunit(s). 

(2)  Contract  Rents  may  not  be 
increased  except  in  accordance  with 
^  provisions  of  S  B82.409(d). 

»  (d)  Vacancies  front  Execution  of 

Contract  to  Initial  Occupancy.  At  the 
time  the  Contract  is  executed  the 
Owner  will  be  required  to  submit  a  list 
of  dwelling  unit(s)  leased  as  of  the 
elective  date  of  the  Contract  and  a  list 
of  the  unit(s)  not  so  leased,  if  any.  The 
Owner  will  be  entitled  to  housing 
assistance  payments  for  any  unleased 
unit(s),  pursuant  to  S  882.413(a),  only  if 
the  Owner  has  fully  complied  with  the 
requirements  of  that  section  and  of  this 
paragraph. 

(e)  Initial  Occupancy.  (1)  In  filling  a 
vacant  unit(s)  which  is  being 
rehabilitated  under  the  Agreement,  the 
Owner  must  select  from  those  Eligible 
Families  on  the  PHA's  waiting  list.  The 
PHA  will  refer  Eligible  Families  to  the 
Owner  for  this  purpose. 

(2)  In  order  that  the  unit(s)  might  be 
promptly  occupied,  60  days  prior  to  the 
scheduled  completion  of  the 
rehabilitation,  or  the  date  the  Agreement 
is  executed,  whichever  is  later,  Uie 
Owner  must  notify  the  PHA  of  any 
unit(s)  which  it  is  anticipated  will  be 
vacant  on  the  anticipated  effective  date 
of  the  Contract.  The  PHA  will  notify  one 
or  more  appropriate  size  Families  on  its 
waiting  list  of  the  availability  of  the  unit 

(3)  Since  the  Owner  is  responsible  for 
tenant  selection,  the  Owner  may  refuse 
any  Family  provided  that  the  Owner 
does  not  unlawfully  discriminate. 

Should  the  Owner  reject  a  Family,  and 
should  the  Family  believe  that  the 


Owner's  rejection  was  the  result  of 
unlawful  discrimination,  the  Family  may 
request  the  assistance  of  the  PHA  in 
resolving  the  issue.  If  the  issue  cannot 
be  resolved  promptly,  the  Family  may 
file  a  complaint  with  HUD  and  the  PHA 
may  refer  the  Family  to  the  next 
available  unit. 

§  882.510  Completfon  of  rehabilitation. 

(a)  Notification  of  Completion.  The 
Owner  must  notify  the  PHA  when  the 
work  is  completed  and  submit  to  the 
PHA  the  evidence  of  completion  and 
certiBcations  described  in  paragraphs 
(b)  and  (c)  of  this  section. 

(b)  Evidence  of  Completion. 
Completion  of  the  unit(s]  must  be 
evidenced  by  furnishing  the  PHA  with 
the  following: 

(1)  A  certificate  of  occupancy  and/or 
other  official  approvals  as  required  by 
the  locality. 

(2)  A  certification  by  the  Owner  that: 

(i)  The  unitfs)  has  been  completed  in 
accordance  wi^  the  requirements  of  the 
Agreement; 

(ii)  The  unit(s)  is  in  good  and 
tenantable  condition; 

(iii)  The  unit(s)  has  been  rehabilitated 
in  accordance  with  the  applicable 
zoning,  building,  housing  and  other 
codes,  ordinances  or  regulations,  as 
modified  by  any  waivers  obtained  from 
the  appropriate  ofHcials; 

(ivj  Any  unit(s)  built  prior  to  1950  is  in 
compliance  with  applicable  HUD  Lead 
Based  Paint  regulations  (24  CFR  Part  35); 

(v)  If  applicable,  the  Owner  has 
complied  with  the  provisions  of  the 
Agreement  relating  to  the  payment  of 
not  less  than  prevailing  wage  rates  and 
that  to  the  best  of  the  Owner's 
knowledge  and  belief  there  are  no 
claims  of  underpayment  concerning 
alleged  violations  of  said  provisions  of 
the  Agreement  In  the  event  there  are 
any  such  pending  claims  to  the 
knowledge  of  the  Owner  or  PHA.  the 
Owner  will  be  required  to  place  a 
sufficient  amount  in  escrow,  as 
determined  by  the  PHA  to  assme  such 
payments;  and 

(vi)  If  there  are  units  in  the  building 
which  will  not  be  assisted  under  the 
Program,  the  units  comply  with  the 
Housing  Quality  Standards  specified  in 
§  882.109. 

(c)  Actual  Cost  and  Rehabilitation 
Loan  Certifications.  The  Owner  must 
provide  the  PHA  with  a  certiBcation  of 
the  costs  incurred  for  the  rehabilitation 
and  any  temporary  relocation  as  well  as 
the  interest  rate  and  term  (if  the  total 
cost  of  rehabilitation  under  the 
Agreement  is  less  than  $15,000)  of  any 
rehabilitation  loan.  The  Owner  must 
certify  that  these  are  the  actual  costs. 


interest  rate,  and  term  (where 
applicable).  The  PHA  must  review  for 
completeness  and  accuracy  and  accept 
these  certiBcations  subject  to  the  right 
of  post  audit.  Hie  PHA  must  then 
establish  the  Contract  Rents  as  provided 
in  §  882.409  which  will  be  subject  to 
reduction  based  on  a  post  audit 
'  (d)  Review  and  Inspections.  (1)  Within  . 
ten  working  days  of  the  receipt  of  the 
evidence  of  completion,  the  PHA  must 
review  the  evidence  of  completion  for 
compliance  with  paragraph  (b)  of  this 
section. 

(2)  Within  the  same  time  period,  a 
PHA  representative  must  inspect  the 
unit(s)  to  be  assisted  to  determine  that 
the  unit(s)  has  been  completed  in 
accordance  with  the  Agreement  and 
meets  the  Housing  Quality  Standards  or 
other  standards  approved  by  HUD  for 
the  Program.  If  the  inspection  discloses 
defects  or  deficiencies,  the  inspector 
must  report  these  in  detail. 

(e)  Acceptance.  (1)  If  the  PHA 
determines  from  the  review  and 
inspection  that  the  unit(s)  has  been 
completed  in  accordance  with  the 
Agreement,  the  unit(s)  will  be  accepted. 

(2)  If  there  are  any  items  of  delayed 
completion  which  are  minor  items  or 
which  are  incomplete  because  of 
weather  conditions,  and  in  any  case 
which  do  not  preclude  or  affect 
occupancy,  and  all  other  requirements 
of  the  Agreement  have  been  met,  the 
unit(s)  must  be  accepted.  An  escrow 
fund  determined  by  the  PHA  to  be 
su^icient  to  assure  completion  for  items 
of  delayed  completion  must  be  required, 
as  well  as  a  written  agreement  between 
the  PHA  and  the  Owner,  to  be  included 
as  an  exhibit  to  the  Contract,  specifying 
the  schedule  for  completion.  If  the  items 
are  not  completed  within  the  agreed 
time  period,  the  PHA  may  terminate  the 
Contract  or  exercise  other  rights  under 
the  Contract. 

(3)  If  other  deBciencies  exist,  the  PHA 
must  determine  whether  and  to  what 
extent  the  deficiencies  are  correctable, 
and  whether  the  Contract  Rents  should 
be  reduced.  Hie  Owner  must  be  notified 
of  the  PHA's  decision.  If  the  corrections 
required  by  the  PHA  are  possible,  the 
PHA  and  the  Owner  must  enter  into  an 
agreement  for  the  correction  of  the 
deBciencies  within  a  specified  time.  If 
the  deBciencies  are  corrected  within  the 
agreed  period  of  time,  the  PHA  must 
accept  the  unit(s). 

(4)  Otherwise,  the  unit(s)  may  not  be 
accepted,  and  the  Owner  must  be 
notified  with  a  statement  of  the  reasons 
for  nonacceptance. 
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§•82.511  Execution  Of  housing 
assistance  payments  contract 

(a)  Time  of  Execution.  Upon 
acceptance  of  the  unit(s)  by  the  PHA 
pursuant  to  §  882.510(e)  and  acceptance 
of  the  certifications  by  the  PHA 
pursuant  to  §  882.510(c),  the  Contract 
will  be  executed  by  the  Owner  and  the 
PHA.  The  effective  date  must  be  no 
earlier  than  the  PHA  inspection  which 
provides  the  basis  for  acceptance  as 
specified  in  §  882.510(e). 

(b)  Changes  from  Agreement  The 
Contract  Rents  may  be  higher  or  lower 
than  those  specified  in  the  Agreement  in 
accordance  with  requirements  of 

§  882.409(d). 

(c)  Unleased  Unit(s).  At  the  time  of 
execution  of  the  Contract,  the  PHA  must 
examine  the  lists  of  dwelling  units 
leased  and  not  leased,  referred  to  in 

§  882.509(d),  and  must  determine 
whether  or  not  the  Owner  has  met  the 
obligations  under  that  section  with 
respect  to  any  unleased  unit(s)  and  for 
which  unit(s)  it  will  make  vacancy 
payments  if  the  unitfs)  is  not  leas^ 
within  15  days.  The  Owner  must 
indicate  in  writing  either  concurrence 
with  this  determination  or  disagreement, 
reserving  all  rights  to  claim  vacancy 
payments  for  the  unleased  unit(s) 
pursuant  to  the  Contract,  without 
prejudice  by  reason  of  the  Owner’s 
signing  the  Contract. 

§  882.512  Overcrowded  and  under 
occupied  units. 

If  the  PHA  determines  that  a  Contract 
unit  is  not  decent,  safe,  and  sanitary  by 
resason  of  increase  in  Family  size,  or 
that  a  Contract  unit  is  larger  than 
appropriate  for  the  size  of  the  Family  in 
occupancy,  housing  assistance 
payments  with  respect  to  the  unit  will 
not  be  abated;  however,  the  Owner  must 
offer  the  Family  a  suitable  alternative 
unit  should  one  be  available  and  the 
Family  will  be  required  to  move.  If  the 
Owner  does  not  have  a  suitable 
available  unit,  the  PHA  must  assist  the 
Family  in  finding  an  appropriate 
dwelling  unit  following  the  procedure 
specified  in  §  882.517(e)  and  require  the 
Family  to  move  to  such  a  unit  as  soon  as 
possible.  In  no  case  will  a  Family  be 
forced  to  move  unless  the  Family  rejects 
without  good  reason  the  offer  of  a  unit 
which  the  PHA  judges  to  be  acceptable. 

§  882.5 1 3  Adjustment  of  allowance  for 
utilities  and  other  services. 

The  PHA  must  determine,  at  least 
annually,  whether  an  adjustment  is 
required  in  the  Allowance  for  Utilities 
and  Other  Services  applicable  to  the 
dwelling  units  in  the  Program,  on 
grounds  of  changes  in  utility  rates  or 


other  change  of  general  applicability  to 
all  units  in  the  Program.  The  PHA  may 
also  establish  a  separate  schedule  of 
allowances  for  each  building  of  20  or 
more  assisted  units,  based  upon  at  least 
one  year’s  actual  utility  consumption 
data  following  rehabilitation  under  the 
Program.  If  the  PHA  determines  that  an 
adjustment  should  be  made  in  its 
Schedule  of  Allowances  or  if  it 
establishes  a  separate  schedule  for  a 
building  which  will  change  the 
allowance,  the  PHA  must  then 
determine  the  amounts  of  adjustments 
to  be  made  in  the  amount  of  rent  to  be 
paid  by  affected  Families  and  the 
amount  of  housing  assistance  payments 
and  must  notify  the  Owners  and 
Families  accordingly.  Any  adjustment  to 
the  Allowance  must  be  implemented  no 
later  than  at  the  Family’s  next 
reexamination  pursuant  to  §  882.518  or 
at  lease  renewal,  whichever  is  earlier. 

§  882.514  Termination  of  tenancy. 

(a)  Applicability.  'The  provisions  of 
this  section  apply  to  all  decisions  by  an 
Owner  to  terminate  the  tenancy  of  a 
Family  residing  in  a  unit  under  Contract 
during  or  at  the  end  of  the  Family’s  lease 
term. 

(b)  Entitlement  of  Families  to 
Occupancy. 

(1)  General.  The  Owner  may  not 
terminate  any  tenancy  except  upon  the 
following  grounds;  (i)  Material 
noncompliance  with  the  lease;  (ii) 
Material  failure  to  carry  out  obligations 
under  any  State  landlord  and  tenant  act, 
or  (iii)  Other  good  cause,  which  may 
include  the  refusal  of  a  Family  to  accept 
an  approved  modified  lease  form  (see 
paragraph  (d)  of  this  section).  No 
termination  by  an  Owner  will  be  valid 
to  the  extent  it  is  based  upon  a  lease  or 
a  provision  of  State  law  permitting 
termination  of  a  tenancy  solely  because 
of  expiration  of  an  initial  or  subsequent 
renewal  term.  All  terminations  must 
also  be  in  accordance  with  the 
provisions  of  any  State  and  local 
landlord  tenant  law  and  paragraph  (c)  of 
this  section. 

(2)  Notice  of  Good  Cause.  The  conduct 
of  a  tenant  cannot  be  deemed  “other 
good  cause’’  under  paragraph  (b)(l)(iii) 
of  this  section  unless  the  Owner  has 
given  the  Family  prior  notice  that  the 
grounds  constitute  a  basis  for 
termination  of  tenancy.  'The  notice  must 
be  served  on  the  Family  in  the  same 
manner  as  that  provided  for  termination 
notices  under  State  and  local  law. 

(3)  Material  Noncompliance.  The  term 
material  noncompliance  with  the  lease 
includes  (i)  one  or  more  substantial 
violations  of  the  lease  or  (ii)  repeated 
minor  violations  of  the  lease  which 


disrupt  the  livability  of  the  building, 
adversely  affect  the  health  or  safety  of 
any  person  or  the  right  of  any  tenant  to 
the  quiet  enjoyment  of  the  leased  ' 
premises  and  related  facilities,  interfere 
with  the  management  of  the  building  or  . 
have  an  adverse  financial  effect  on  the 
building.  Nonpayment  of  rent  or  any 
other  financial  obligation  due  under  the 
lease  (including  any  portion  thereof) 
beyond  any  grace  period  permitted 
under  State  law  will  constitute  a 
material  noncompliance  with  the  lease. 
'The  payment  of  rent  or  any  other 
financial  obligation  due  under  the  lease 
after  the  due  date  but  within  the  grace 
period  permitted  under  State  law  will 
constitute  a  minor  violation. 

(c)  Termination  Notice.  (1)  The  Owner 
must  give  the  Family  a  written  notice  of 
any  proposed  termination  of  tenancy, 
stating  the  grounds  and  that  the  tenancy 
is  terminated  on  a  specified  date  and 
advising  the  Family  that  it  has  an 
opportunity  to  respond  to  the  Owner.  (2) 
When  a  termination  notice  is  issued  for 
other  good  cause  (paragraph  (b)(l)(iii)  of 
this  section),  the  notice  will  be  effective, 
and  it  will  so  state,  at  the  end  of  a  term 
and  in  accordance  with  the  termination 
provisions  of  the  lease,  but  in  no  case 
earlier  than  30  days  after  receipt  by  the 
Family  of  the  notice.  Where  the 
termination  notice  is  based  on  material 
noncompliance  with  the  lease  or 
material  failure  to  carry  out  obligations 
under  a  State  landlord  and  tenant  act 
pursuant  to  paragraph  (b)(1)  (i)  or  (ii)  of 
this  section,  the  time  of  service  must  be 
in  accord  with  the  lease  and  State  law. 

(3)  In  any  judicial  action  instituted  to 
evict  the  Family,  the  Owner  may  not 
rely  on  any  grounds  which  are  different 
from  the  reasons  set  forth  in  the  notice. 

A  copy  of  the  notice  must  be  furnished 
simultaneously  to  the  PHA  and  the  PHA 
must  determine  that  the  proposed 
termination  is  being  performed  in 
accordance  with  the  procedures 
required  in  this  section. 

(d)  Modification  of  Lease  Form.  The 
Owner  may.  with  the  prior  approval  of 
the  PHA,  modify  the  terms  and 
conditions  of  the  lease  form  effective  at 
the  end  of  the  initial  term  or  a 
successive  term,  by  serving  an 
appropriate  notice  on  the  Family, 
together  with  the  offer  of  a  revised  lease 
or  an  addendum  revising  the  existing 
lease.  This  notice  and  offer  must  be 
received  by  the  Family  at  least  30  days 
prior  to  the  last  date  on  which  t}\p 
Family  has  the  right  to  terminate  the 
tenancy  without  being  bound  by  the 
modified  terms  and  conditions.  The 
Family  may  accept  the  modified  terms 
and  conditions  by  executing  the  offered 
revised  lease  or  addendum,  or  may 
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reject  the  modiHed  terms  and  conditions 
by  giving  the  Owner  written  notice  in 
accordance  with  the  lease  that  he/she 
intends  to  terminate  the  tenancy.  Any 
increase  in  rent  must  in  all  cases  be 
governed  by  Section  682.411  and  other 
applicable  HUD  regulations. 

(e)  Continued  Assistance.  Should  the 
Family  be  evicted  in  accordance  with 
this  section,  the  mA  will  have  no 
obligation  to  continue  assistance  to  the 
Family. 

§  882.515  Reduction  of  number  of  units 
covered  by  contract 

(a)  Limitation  on  Leasing  to  Ineligible 
Families.  Owners  may  not  lease  any  of 
the  assisted  units  under  Contract  to 
ineligible  families.  Failure  on  the  part  of 
the  Owner  to  comply  with  this 
prohibition  is  a  violation  of  the  Contract 
and  grounds  for  all  available  legal 
remedies,  including  suspension  or 
debarment  from  HUD  programs  and 
reduction  of  the  number  of  units  under 
the  Contract,  as  set  forth  in  paragraph 

(b)  of  this  section.  Once  the  PHA  has 
determined  that  a  violation  exists,  the 
PHA  must  notify  HUD  of  its 
determination  and  the  suggested 
remedy(ies).  At  the  direction  of  HUD, 
the  PHA  must  take  the  appropriate 
action. 

(b)  Reduction  for  Failure  to  Lease  to 
Eligible  Families.  If.  at  any  time 
beginning  six  months  after  the  effective 
date  of  the  Contract,  the  Owner  fails  for 
a  continuous  period  of  six  months  to 
have  at  least  90  percent  of  the  assisted 
units  leased  or  available  for  leasing  by 
Eligible  Families,  because  families 
occupying  units  who  were  initially 
eligible  have  become  ineligible,  the  PHA 
may.  on  at  least  30  days’  notice,  reduce 
the  number  of  units  covered  by  the 
Contract.  The  PHA  may  reduce  the 
number  of  units  to  the  number  of  units 
actually  leased  or  available  for  leasing 
plus  10  percent  (rounded  up).  If  the 
Owner  has  only  one  unit  under  Contract 
and  if  one  year  has  elapsed  since  the 
date  of  the  last  housing  assistance 
payment,  the  Contract  may  be 
terminated  with  the  consent  of  the 
Owner. 

(c)  Restoration.  The  PHA  will  agree  to 
an  amendment  of  the  Contract,  to 
provide  for  subsequent  restoration  of 
any  reduction  made  pursuant  to 
paragraph  (b)  of  this  section  if: 

(1)  The  PHA  determines  that  the 
restoration  is  justified  by  demand, 

(2)  The  Owner  otherwise  has  a  record 
of  compliance  with  obligations  under 
the  Contract,  and 

(3)  Contract  authority  is  available. 


S  882.518  Public  notice  tp  lower-income 
families;  waiting  list. 

(a)  Public  Notice  to  Lov^er-Income 
Families.  (1)  If  the  PHA  does  not 
maintain  a  waiting  list  for  its  Existing 
Housing  Program  pursuant  to 

S  882.207(b)  which  is  sufficient  to 
provide  applicants  for  the  units  under 
the  Moderate  Rehabilitation  Program, 
the  PHA  must,  promptly  after  receiving 
the  executed  ACC.  make  known  to  the 
public  the  availability  of  the  Program  in 
accordance  with  §  882.207(a). 

(1)  The  notice  must  state  that 
assistance  under  this  Program  will  be 
available  only  in  specified  units  which 
have  been  rehabilitated  under  the 
Program. 

(ii)  The  notice  must  also  state  that 

current  occupants  of  housing  assisted 
under  the  Act  and  applicants  on  a 
waiting  list  for  any  such  housing  (except 
for  those  Families  on  the  Section  8 
Existing  Housing  waiting  list)  must 
apply  separately  if  they  wish  to  be 
considered  for  assistance  under  the 
Program.  In  addition,  the  notice  must 
state  that  such  applicants  will  not  lose 
their  place  on  the  public  housing  or 
other  waiting  list.  ‘  ' 

(iii)  The  notice  must  be  made  in 
accordance  with  the  PHA's  HUD- 
approved  plan  and  with  the  HUD 
guidelines  for  fair  housing  requiring  the 
use  of  the  equal  housing  opportunity 
logotype,  statement  and  slogan. 

(2)  If  the  PHA  has  a  waiting  list  for  its 
Existing  Housing  Program  which  is 
sufficient  to  provide  applicants  for  the 
units  under  the  Moderate  Rehabilitation 
Program,  the  PHA  need  not  advertise 
the  availability  of  assistance  under  this 
Program,  until  the  next  time  it  advertises 
under  that  program,  but  must  refer 
Families  on  the  Existing  Housing 
waiting  list. 

(b)  Waiting  List.  Any  Family  on  the 
waiting  list  must  be  allowed  to  refuse 
participation  in  the  Moderate 
Rehabilitation  Program  without  losing 
its  place  on  the  waiting  list  for  Existing 
Housing. 

S  882.517  FMiMy  participation. 

(a)  Initial  Determination  of  Family 
Eligibility.  (1)  The  PHA  will  be 
responsible  for  determining  Family 
eligibility  for  participation,  in 
accordance  with  24  CFR  Part  889.  The 
PHA  is  responsible  for  verifying  the 
sources  and  amount  of  the  Family’s 
Income  and  other  information  necessary 
for  determining  eligibility  and  the 
amotmt  of  the  assistance  payments. 

(2)  Every  applicant  for  participation 
must  complete  and  sign  the  form  of 
application  prescribed  by  HUD. 


(3)  'The  PHA  must  maintain  a  system 
to  assure  that  it  will  be  able  to  assist  all 
Families  selected  to  participate  within 
its  ACC  authorization  and  that  it  will 
comply,  to  the  maximum  extent  feasible, 
with  the  unit  distribution  in  the  ACC. 

(4)  PHA  records  on  applicants  and 
Families  selected  to  participate  must  be 
maintained  so  as  to  provide  HUD  with 
racial,  gender,  and  ethnic  data  and  must 
be  retained  for  three  years. 

(b)  Selection  of  Families  for 
Participation.  'The  PHA  must  select 
Families  for  participation  in  accordance 
with  the  provisions  of  the  Program  and 
in  accordance  with  the  PHA’s 
application,  including  any  PHA 
requirements  or  preferences  as 
approved  by  HUD  (see 

§  882.503(b)(l)(i)(C)).  The  PHA  must 
select  Families  eligible  for  housing 
assistance  payments  currently  residing 
in  units  which  are  designated  for 
rehabilitation  under  the  Program 
without  requiring  that  these  Families  be 
placed  on  the  waiting  list  If  assistance 
under  this  Part  is  being  concentrated  in 
a  neighborhood  (see  $  882.503(a)(9)),  the 
PHA  may  establish  a  preference  for 
applicants  currently  residing  in  that 
neighborhood  who  are  being  directly 
displaced  by  HUD  programs. 

(c)  Briefing  of  Families.  (1)  When  a 
Family  is  initially  determined  to  be 
eligible  for  housing  assistance  payments 
(§  882507(e))  or  is  selected  for 
participation  (§  882.517(b)),  the  PHA 
must  provide  the  Family  with 
information  as  to  the  Gross  Family 
Contribution  and  the  PHA’s  schedule  of 
Allowances  for  Utilities  and  Other 
Services.  Each  Family  must  also,  either 
in  group  or  individual  sessions,  be 
provide  with  a  full  explanation  of  the 
following: 

(1)  Family  and  Owner  responsibilities 
under  the  Lease  and  Contract; 

(ii)  Significant  aspects  of  the 
applicable  State  and  local  laws; 

(iii)  SigniHcant  aspects  of  Federal, 
State  and  local  fair  housing  laws; 

(iv)  The  fact  that  the  subsidy  is  tied  to 
the  unit  and  the  Family  must  occupy  a 
unit  rehabilitated  under  the  Program; 

(v)  The  Family’s  options  under  the 
Program  should  the  Family  be  required 
to  move  due4o  an  increase  or  decrease 
in  Family  size;  and 

(vi)  The  Family’s  options  under  the 
Program  if  it  decides  to  move  from  its 
rehabilitated  unit 

(2)  For  all  Families  residing  in  units  to 
be  rehabilitated,  whether  or  not  they 
will  be  displaced,  the  briefing  must 
include  notices  and  discussions  of 
relocation  and  displacement  rights  and 
policies  specified  in  §  882.407^ 
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(d)  Continued  Participation  When 
Assisted  Family  Wishes  to  Move.  . 

(1)  If  an  assisted  Family  notifies  the 
PHA  that  it  wishes  to  find  another 
dwelling  unit  within  the  area  in  which 
the  PHA  has  determined  that  it  is  able 
to  enter  into  Contracts  or  that  it  has 
found  another  unit  to  which  it  wishes  to 
move,  the  PHA,  unless  it  determines  that 
the  Owner  is  entitled  to  payments 
pursuant  to  S  882.413  due  to  the  Family's 
vacating  the  imit  in  violation  of  the  lease 
or  pursuant  to  Section  882.112  on 
account  of  nonpayment  of  rent  or  other 
amount  owed  under  the  Lease  and  that 
the  Family  has  failed  to  satisfy  any  such 
liability  or  unless  it  determines  the 
Family  to  be  ineligible,  may: 

(1)  Give  the  Family  a  preference  as  a 
currently  assisted  Family  wishing  to 
move  and  provide  it  with  the  next 
available  Action  8  Existing  Housing 
Certificate  of  Family  Participation  or 
refer  the  Family  to  the  next  available 
unit  rehabilitated  under  the  Program,  or 

(ii)  Place  the  Family  on  its  Section  8 
Existing  Housing  Program  waiting  list  as 
if  they  had  just  applied. 

(2)  If  the  PHA  determines  the  Family 
to  be  ineligible,  provisions  of  paragraph 
(g)  of  this  section  must  be  followed. 

(3)  If  an  assisted  Family  wishes  to 
move  out  of  the  area  in  which  the  PHA 
has  determined  that  it  is  able  to  enter 
into  Contracts  and  the  Family  qualifies 
under  paragraph  (e)(1)  of  this  section, 
the  Family  may  obtain  housing 
assistance  in  the  jurisdiction  to  which  it 
is  moving,  provided  that  the  Family 
obtains  a  Certificate  of  Family 
Participation  from  the  appropriate  PHA 
in  the  new  jurisdiction  or  the  PHA  in  the 
new  jurisdiction  refers  the  Family  to  a 
unit  rehabilitated  under  the  Program. 

The  appropriate  PHA  must  treat  the 
Family  either  as  a  Family  to  whom  the 
PHA  is  already  providing  assistance 
who  wishes  to  move  to  another  unit  or 
as  a  resident  who  has  submitted  an 
application  for  assistance. 

(e)  Continued  Participation  When 
Assisted  Family  Forced  to  Move.  Should 
an  assisted  Family  which  qualifies  for 
continued  assistance  be  forced  to  move 
through  no  fault  of  its  own,  such  as  an 
increase  or  decrease  in  Family  size,  the 
Family  may  continue  to  receive  housing 
assistance  through  one  of  th^following 
means,  in  the  order  stated: 

(1)  The  PHA  must  refer  the  Family  to 
the  Owner  of  any  appropriate  vacant 
unit  which  has  been  rehabilitated  under 
the  Program  if  such  a  vacancy  exists. 

(2)  The  PHA  must  refer  the  Family  to 
the  Owner  of  the  next  vacant  unit  which 
will  be  rehabilitated  under  the  Program 
provided  that  a  vacancy  will  occur 
within  a  reasonable  time  after  the 


Family  is  notified  to  vacate  its  present 
unit. 

(3)  If  the  PHA  has  a  Section  8  Existing 
Housing  Program  and  Certificates  are 
available,  the  PHA  must  offer  the 
Family  a  Certificate  of  Family 
Partiflipation  and  assist  the  Family  in 
finding  a  suitable,  replacement  unit. 

(4)  The  PHA  must  offer  the  Family  the 
next  available,  suitable  unit  owned  or 
managed  by  the  PHA  under  another 
program. 

(5)  The  PHA  must  assist  the  Family  in 
locating  other  assisted  or  unassisted 
available  housing  in  the  locality  within 
the  Family's  ability  to  pay. 

In  no  case  will  a  Family  be  forced  to 
move  nor  will  assistance  be  terminated 
imless  the  Family  rejects  without  good 
reason  the  offer  of  a  unit  which  the  PHA 
judges  to  be  acceptable. 

(f)  Continued  Participation  of  Family 
When  Contract  is  Terminated.  Should 
an  Owner  evict  an  assisted  Family  in 
violation  of  the  Contract  or  otherwise 
breach  the  Contract  and  the  Contract  for 
the  unit  is  terminated,  the  assisted 
Family,  if  it  is  eligible  for  continued 
assistance,  may  continue  to  receive 
housing  assistance  through  the 
conversion  of  the  Moderate 
Rehabilitation  unit  allocation  to  an 
Existing  Housing  unit.  The  Family  must 
then  be  treated  as  any  certified  Family 
under  Subparts  A  and  B  and  must  be 
issued  a  Certificate  of  Family 
Participation  and  assisted  by  the  PHA  in 
finding  a  suitable  replacement  unit.  The 
unit  will  then  be  considered  an  Existing 
Housing  unit  and  all  requirements  of 
Subparts  A  and  B  will  be  applicable 
except  that  the  term  of  any  bating 
Housing  Contract  may  not  extend 
beyond  the  term  of  the  initial  Moderate 
Rehabilitation  Contract.  If  the  family  is 
determined  ineligible  for  continued 
assistance,  the  Certificate  may  be 
ofiered  to  the  next  Family  on  the  PHA’s 
Existing  Housing  waiting  list.  The  units 
will  remain  under  the  Moderate 
Rehabilitation  ACC  which  provides  for 
such  a  conversion  of  units;  therefore,  no 
amendment  to  the  ACC  will  be 
necessary  to  convert  to  Existing  Housing 
units. 

(g)  Families  Determined  by  the  PHA 
to  be  Ineligible.  If  a  family  is  determined 
by  the  PHA  to  be  ineligible  in 
accordance  with  the  PHA’s  HUD- 
approved  Administrative  Plan,  either  at 
the  application  stage  or  after  assistance 
has  been  provided  on  behalf  of  the 
family,  the  PHA  must  promptly  notify 
the  family  by  letter  of  the  determination 
and  the  reasons  for  it  and  the  letter  must 
state  that  the  family  has  the  right  within 
a  reasonable  time  (specified  in  the 
letter)  to  request  an  informal  hearing.  If, 


after  conducting  such  an  informal 
hearing,  the  PHA  determines  that  the 
family  is  ineligible,  it  must  so  notify  the 
family  in  writing.  The  procedures  of  this 
paragraph  do  not  preclude  the  family 
from  exercising  its  other  rights  if  it 
believes  it  is  being  discriminated  against 
on  the  basis  of  race,  color,  creed, 
religion,  sex,  handicap,  or  national 
origin.  The  PHA  must  retain  for  three 
years  a  copy  of  the  application,  the 
notification  letters,  the  family's  response 
if  any,  the  record  of  any  informal 
hearings,  and  a  statement  of  final 
disposition. 

i  882.516  Reexamination  of  family  income 
and  composition. 

A  reexamination  of  Family  Income, 
composition  and  redetermination  of 
Gross  Family  Contribution  must  be 
conducted  by  the  PHA  as  specified  in 
S  882.212.  A  Family's  eligibility  for 
housing  assistance  payments  will 
continue  until  the  amount  payable  by 
the  Family  equals  the  Gross  Rent  for  the 
dwelling  unit  it  occupies.  However,  the 
termination  of  eligibility  at  that  point 
will  not  affect  the  Family's  other  rights 
under  the  Lease.  Any  resumption  of 
housing  assistance  payments  as  a  result 
of  subsequent  changes  in  income  or 
rents  or  other  relevant  circumstances 
will  be  contingent  upon  the  availability 
of  assistance  under  the  Contract  (see 
§  882.515).  A  Family  may  at  any  time 
request  a  redetermination  of  its  Gross 
Family  Contribution  on  the  basis  of 
changes  in  Family  Income  or  other 
relevant  circumstances. 

9  882.518  Maintenance,  operation,  and 
inapectiona. 

(a)  Maintenance  and  Operation. — 

The  Owner  must  provide  all  the 
services,  maintenance  and  utilities  as 
agreed  to  under  the  Contract,  subject  to 
abatement  of  housing  assistance 
payments  or  other  applicable  remedies 
if  the  Owner  fails  to  meet  these 
obligations. 

(b)  Periodic  Inspection.  In  addition  to 
the  inspections  required  prior  to 
execution  of  the  Contract,  the  PHA  must 
inspect  or  cause  to  be  inspected  each 
dwelling  unit  qpder  Contract  at  least 
annually  and  at  such  other  times  as  may 
be  necessary  to  assure  that  the  Owner  is 
meeting  the  obligations  to  maintain  the 
unit  in  decent,  safe  and  sanitary 
condition  and  to  provide  the  agreed 
upon  utilities  and  other  services.  The 
PHA  must  take  into  account  complaints 
and  any  other  information  coming  to  its 
attention  in  scheduling  inspections. 

(c)  Units  not  Decent,  Safe  and 
Sanitary.  If  the  PHA  notifies  the  Owner 
that  the  unit(s)  under  Contract  are  not 
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being  maintained  in  decent,  safe  and 
sanitary  condition  and  the  Owner  fails 
to  take  corrective  action  (including 
corrective  action  with  respect  to  the 
Family  where  the  condition  of  the  unit  is 
the  fault  of  the  Family)  within  the  time 
prescribed  in  the  notice,  the  PHA  may 
exercise  any  of  its  rights  or  remedies 
under  the  Contract,  including  abatement 
of  housing  assistance  payments  (even  if 
the  Family  continues  in  occupancy)  and 
termination  of  the  Contract  on  the 
ejected  unit(s).  If  the  Family  was  not  at 
fault  and  wishes  to  be  rehoused  in 
another  dwelling  unit  with  Section  8 
assistance  and  die  PHA  terminates  the 
Contract,  the  PHA  must  assist  the 
Family  in  accordance  with  i  882.517(f). 

(d)  PHA  Management.  Where  the 
PHA  is  managing  units  on  which  it  is 
also  administering  the  Housing 
Assistance  Payments  Contract  pursuant 
to  a  management  contract  approved  by 
HUD  in  accordance  with  §  882.414(b)(2), 
HUD  will  make  reviews  of  project 
operations,  including  inspections,  in 
addition  to  required  PHA  reviews. 

These  HUD  reviews  will  be  su^icient  to 
assure  that  the  Owner  and  the  PHA  are 
in  full  compliance  with  the  terms  and 
conditions  of  the  Contract  and  the  ACC. 
Should  HUD  determine  that  there  are 
deficiencies,  it  may  exercise  any  rights 
or  remedies  specified  for  the  PHA  under 
the  Contract  or  reserved  for  HUD  in  the 
ACC,  require  termination  of  the 
management  contract,  or  take  other 
appropriate  action. 

Issued  at  Washington,  D.C..  April  30, 1979. 
Lawranoe  B.  Stmom, 

A$si§tant  Secretary  for  Housing — Federal  Housing  Commis¬ 
sioner. 
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